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PREFACE 


The present work incorporates the substance of India in ihc 
Crisis and India Before the Crisis. The matter has been re-arrang- 
ed, carefully revised and brought up-to-date, and there are many 
additions. The reader’s attention may be particularly drawn to 
the discussion of Recovery (chapter 15), farm relief in general surd 
agrarian legislation in the Punjab and other provinces (chapters 
19, 20 and 21), the sliding scale system of assessment and ‘ net 
assets ’ (chapter 22) , and the working of Provincial Autonomy 
(chapter 24) , The summary gives a bird’s-eye-view of the whole 

ground covered. 


B. N. 



ERRATA 


Page 

Line 

For 

Read 

22 

25 

21.7 

25J 

34 

28 

Rales 

Rale 

108 

2 

the soil 

the siib-soil 

209 

34 

trade registered imions 

registered ' trade 

362 

1 

Rice 

Rise 

368 

34 

1935 

1925 

590 

23 

Review 

Revenue 



TABLE OF COiTEMTS 

VoL I 

Part L~P0PULATI0N, PRODUCTION. 


Intropui:tioh 


Aige 


Chap.. L — ^Area and Distribution . . . 1 

Density according to administrative and natural 
divisions, 2-3. Irrigation as a factor affecting 
density, 5. Density of population in Europe, 7, 
Industries in India, 1 0. Pressure on agriculture, 1 3. 

The position in different provinces, U. P., 17. 

Bihar and Orissa 18. C. P. and Berar, 19. 

Bombay and Madras, 20. Bengal, 21. Punjab, 

22. Assam, 23. Outlets for surplus population, 

24. A hopeless situation, 26. 

Chap. II. — Movement of the Population and Civil 

Condition . . . . . . 33 

Our irregular rate of increase, 34. Our rate 
of increase as compared with Eurc^, 40. Birth 
and death rates, 44. Infant mortality, 50. Age- 
distribution, 51. Expectation of life, 53. 
ratio, 55. Marriage, 57. Towns and villages, 

59. Housing, 63. Literacy, 63- 

Chap. IIL— The Malthusian Doctrine and Over- 

Population . . . . . . 70 

The Malthusian Law and India, 75. 
Symptoms of over-population, 78. The problem 
of distribution, 81. 

IV.— Agricultural Production and Related 

Problems .. ... ... .87, 

Yield of principal crqps, 87, Distr5>ution of 
crops, 88. Population and food-supply, 89. Soil 
deterioration, 92. Uneconomic holdings, 93. The 
State in relation to agriculture, 95. Animal 
husbandry, 97. Forests, 102. Irrigation and 
water-logging, 104. ^ 

V. — Industrial Production . .. 

Value of mineral production, 120. Coal, 

1 2 1 . Manganese, 123. Other minerals, 123-24. 

Manufacturing industries. Causes of in- 
dustrial backwardness, 125. Iron and steel, 128. 

The cotton mill industry, 1 34. Sugar, 141. The 
" match industry, 144. Cement, 148. Paper, 150. 


Chap. 


Chap. 



a 


Jute, 154. Tea, 157.' ladiaa factories, 1936, 

159. 

Chap. VI — Cottage Industries . . , . ,, 1 63 

The Village Industries Association, 163. 

Work of au Industries ' Department, 165. Causes 
of the decline of cottage industries, 167. World 
forces and tendencies, 171. ■■ Rural self-sullicieiicy, 

174. 

Appendix. Account of cottage kduslrics ia 

different provinces, 178. 

Chap. VII — Industrial Labour , . ' . . . 186; 

The Indian Labour Commission, 1 86. Gov- 
ernment action on the Labour ■ C<fflaiiiission*s 
Report, 188. Mines,. 190. Payment of wages, 

191. Workmen’s. .Compensation, 193. The 
Standard of Living, 196. Wages in India and 
Russia, 205. Industrial Disputes in India, 207. 

Trade Unions, 208. 

Chap. VIII—Educated Unemployment .. ^ , 212 

Aims of education in Italy and Russia, 213. 

Work of unemployment committees, Bengal, 215. 

U. P., 21 7, Fknjab and Madras, 220. Conck- 
sbns, 224-27. 

Part IL--TRANSPORTATION. TRADE, TARIFFS. 

Chap. . ..IK — ^Railways ... .. .. 231. .^ 

State versus Company management, 23 f. 
Separation of the railway budget from the general 
budget, 233. Government and Indian raSways, 

. I 235. Organisation for Government control, 238. 

Indian railways in the depression, 241. Rail-rc»d 
ccanpetitkm, 244. 

Chap. K— Foreign Tjrade and Tariffs . . . . 247 

Character of our foreign trade in the 1 6th 
. ' and 1 7th centuries, 247. Tarilfs,'253* Imperial. 
Preference, 256., The Ottawa Agreement, 262. . 

'The New- Ijttdo-British Trade Agrmneiil, 269. 

Chap. XL---43oIhD Exfori^ •• ..272 

Gold imports and exports, 272. Price of 
. gold, 273. -Advantages claimed for gold exports, 

** 275, Future prkc of gold, 282. TIk case 

agaktst geJd 



Vol. II 

Part Hi— RECOVERY, PLANNING. 

„ Chap. .XII—Indiam Prices ■ .. , '291 

Prices 1861-1905, 29 L Influence of the 
export trade, 292, Prices 1905-14, 294. Tli^ 
ViTar-period, 1914-1920, 299. Fall of prices after 
1 920, 300, Prices since 1 929, 30 1 , Effects 
of the heavy fall of prices, 302. 

Chap. Xlli — ^The Crisis . . ... .. 311 

Fall of prices 1929-33, 312. The conjunc- 
tural explanation, 316. The American boom, 

318. Debtor and creditor relations, 321. The 
financial crisis of 1931, 327. 

Chap. XIV. — The Crisis {contd.). Causes: Monetary and 

Non-Monetary . . . . 330 

The mechanism of the gold standard, 330. 

The collapse of the gold standard, 332. Gold 
absorption by France, 334, and by the United 
States, 336. Non-monetary causes, 337. Over-pro- 
duction, 340, Evidence for over-production, 344. 
Wheat, 347. Cotton, 348. Inter-action of 
monetary and non-monetary factors, 350. Con- 
junctural expansion and structural over-production, 

354, Silver, 358. Wages, interest and taxes, 

361. Cartellisation, 363. 

Chap. XV. — Recovery .. .. •• ^ 

Factors of expansion, control of production, 

367. Currency depreciation, 368. Re-armament, . 

371. New methods of international trading, 373. ^ 

Industrial recovery in India, 375. Causes of in- 
dustrial recovery, 378. Agricultural recovery, 

379. The future of Indian agriculture is gloomy, 

380. 

Chap. XVL— Economic Planning . ' . . • • ^ 382 

Growing importance of economic planning, 

383. Crop-planning in India, 385. Sir M. 
Visvesvaraya plan 386. Difficulties of planning 
in India, 387. State regulation b Italy and 
Germany, 389. The Corporate State in Italy, 

390, Italian Ssmdicalism, 397. Italian Labour 
Courts, 399. Socialist plannmg, 401. Over-pro- 
duction and under-consumption, 403. 

Appendix. The Italian Charter of Labour, 

407. 



Part IV— MONEY. ■ BANKING. AGRICULTURAL CREDIT. 

Chap. XVIL— Currency and Exchange . . . . 415 

Indian currency, 1935-97, The |X)sitio!i of 
gold in the currency, 416. The fail in the gold 
value of silver, 419. Foreign trade,. 1873-95, 

422. 

Indian currency, 1 898-1 9! 4, The Fowler 
Committee, 425. The gold exchange standard, 

426. The exchanp crisis of 1907, 428. The 
Chamberlain Commission, 430. 

Indian currmc^^ 1914-20, Rise in the price 
of silver, 433. Babington-Smith Commillee, 435. 

Fall of exchange in 1920, 437. 

The gold bullion standards 44 1 . Defects of 
the pre-war currency and exchange system, 445. The 
question of a gold currency, 447. 

The I8d, gold rate. The official case, 450. 

The case examined, 452. Course of world gold 
prices in 1925, 459. 

The sterling exchange standard^ 464. The 
demand for the 16d. ratio, 465. Meaning of 
devaluation, 467. The consumer, 469. The 
Home Charges, 470, The rupee over-valued, 472. 

Chap. XVIIL — Banking . , . . . . 476 

The Imperial Bank of India, 476. Exchange 
Banks, 477. Indian joint-stock banks, 479. 
Inadequacy of banking facilities, 481. Demand 
for a central bank, 483. The Reserve Bank. 
Constitution, 485. The business which the Bank 
may and may not transact, 486. Central bank- 
ing functions, 487. Relations with other banks, 

488. The question of elasticity, 489, Scarcity 
of bills, 490. The Reserve Bank and exchange, 

491- Industrial banking, 493. The managiag . 
agency system, 495. External capital, 496. 

Chap. XIX.— Agricultural Credit .. . . SfB 

The initiation of the co-operative movement 
500. Act of 1904 amended in 1912, 502. 

Early history of the co-operative movement in 
the Punjab, 503. Progress of the movement in the 
Punjab and other provinces, 507. The years 
of depression, 509. Consolidation of holding, 

511. Land Mortgage Banks, 512. Reserve 
Bank Report on agricultural credit, 515. Farm 
relief in other countries, 520. Recommendations 
of the Central Banking Enquiry Committee, 530. 

Chap. XX.^Agrarian Legislation, Punjab . . 533 

Regulation of Accounts Act* 1930, 533. 

The Relief of 'Indebtedness Act* 1934* 533. 



p 


The Punjab Agricultural Markets Act, 193S^ 

The ^ Golden Bills/ 539. ‘ Swallowing up/ 542. ' 

Who is a small owner? 545. Sales of land ia 
the Punjab, 547. Land under tenants, 549. 
Landlordism, 553. Landlord rights, 556. 

Chapv XXL— Agrarian Legislation, other Provinces . . 560 

Bihar, 562, U. P, 568.' Madras, 570. 
Bombay, 571. 

Part. V.— TAXATION. INDIAN FINANCE. PROVINCIAL 

FINANCE. 

Chap. XXII — -Taxation . . . . . . 577 

Taxable capacity, 577. International com- 
parisons of tax-burdens, 578. The income-tax, 

580. The *slab' system, 580. Rural taxation. 

The water-rates, 585. The land revenpe, 590. 

Rent and revenue, 591. The views of the Taxa- 
tion Enquiry Committee of 1924-25, 594. Land 
revenue in the Punjab, 596. ‘ Net assets,’ 597. 

Calculation of net assets in money, 598. Peasant 
proprietors’ net assets are not identical with land- 
holders’ net assets, 601. Net assets as profits on 
direct cultivation, 606. The sliding scale, 607. 

Actual and prospective net assets, 614. 

Chap. XXIII.— Indian Finance . . . . . . 618 

Pre-Reform finance, 618. Separation of 
provincial from Indian finance, 623. Provincial 
Contributions, 625. Effects of the trade depression, 

628. The financial situation in 1936-37 and 
subsequent years, 634. Budget for 1939-40, 636. 

Chap. XXIV.—Provincial Finance . . . * 639 

The Niemeyer Award, 639. Tli^ Punjab 
and the Niemeyer Award, 643. Review of the 
financial situation in the provinces, Punjab, 644. 

Bengal, 645. Sm4 647. Bombay, 648. 
Madras, 650. U. P. 651. Bihar. 653. Orissa, 

654. Assam, 655. C. P. & Berar, 655. 

N. W. F. P. 656. General conclusbns on the 
working of provincial autonomy, 656. Provincial 
budgets, 1939-40, 659... . . . 


CHARTS. Facing Pm^ 

I. Growth of numbers in India and Emgland and Wales, 

1872-1831 .. ..34 

Growth of numbers in India, Russia and 

1850-1910 .. .. , 4# 


2 . 



m 


% , Ck0^^ oi Mnafcws ii cartaii Eiir<^)eao 

, 1850-1910 , .• .. . . 42 

4. Percentage iiicrca«c of pc^iilatk® m India and Earope^ 

• 1850-1910 .. ..44 

5. Birth aad .Efeatb rat» » IiKlia^ I8S5-1930 4:6 

6. .'TIic ^iMitls rate in .India and Germany, 1900-1930 ,« . 48 

7. Ralio of deaths per 1000 among Hindus, Moham- 

madans and Christians, 191 1-33 . . . . 5§ 

8. Age pyramicb . for India ain! Ea^and •and Walm . 

(1921)' , ... .. .. 52 

9., , of mrfifim at different ages in Iidia and 

aid E^and, (1901-1910) . .• ' , , ' 54 

,10:. Expectation ■ of , '.life at different . ages in India 
(,l,.901-l-0).,'., Japan . .(1898-1,9:03),, : ,.•., England ' 
(imi4Q)'andSw^m (WQ140) . . 56 

11., Proportic® of the ' unmarried, married, and widowed 

HI the insulation of India (1931) . . .. 5^8 

12. Prq^Kjrlicm, per cent of marrying men and women in 

• /Germany at different ages, 1913 .. . . 60 

,13. Proportion fwr .cent of illiterate ..persons, in different 

■countries, all ages 10 and over . . . * 64 

1.4.. .....Goltcm, dolE Indian mill production, 1,914-38 ... 138 

.15. . ' Sugar, prcductioit and knports, 1930-38 .. i42 

16. Perc^tage share of the United Kingdom in Iiid.ia*s 

foreign trade, 1871-72 to 1937-38^ . . 256 

1 7. Percentage share of Germany in India’s foreign trade, 

1871-72 to 1937-38 .. ..256 

1 8. Percaitage share of United States in India’s foreign 

trade, 1871-72 to 1937-38 . . . . 258 

19. Percentage share of Japan in India’s foreign trade, 

1871-72 to 1937-38 .. ..258 

20. Gold, net imports and ex|x)rts, 1859-60 to 1937-38 . . 273 

21. Wholesale prices at Calcutta, 1915-38 . . 300 

22. Price of cottem manufactures and raw cotton, 1915-38 302 

23. Index iwnffxsrs of prices of orported and imported 

articles, 18614936 .. ..305 

24. Price of rice in India, amoaial and moving averages, 

18614936 ■ .. .,307 

25. Price of wheat in India, annual and moving averages, 

18614936 ... ..309 

26. Price of rice and wheat, ‘ 1861-1936. Short-term 

fluctuati<ms, eliminating' the general trend . . 309 

27. Elxports of Indian merchandise and 'imports, 1913-14 

to 1936-37 310 

2S. N^' exports of merchandise, 1913-14 to 1936-37 . . 379 



m 


29» Quantity and value of exports of raw cotton, 1 924-25 

■ to 1937-38 38Q 

30. Price of silver, sterling excliange and Iwllioii value of 

tEe rupee, 1873-1936 .. 439 

31. The ‘step’ and the ‘slab’ system .. .. 584 

32. Punjab Canals and N, ' W. R. : Net . revenue as 

percentage on capital,' 1913-14 to 1935-36 ' ' . . 586 

33. The Sliding Scale system of assessment: percentage 

of ‘net assets ’ which Government demaiwi is likely 
to absorb . ' . . . . . . 612 

34'* The customs, land revenue, incorae-tax and salt tax, 

1913-14 to 1935-36 . ... 638' 



if’ 






VoL I 

SUMMARY 


Chapter L — ^The Population of India, Area and Distribution, 

Page 1. 

India has an area of 1*8 million square miles and in 1931 had a 
population of 353 millions, which is a little more than one-sixth of the 
total estimated population of the world in 1931. 

The mean density of the whole of India in 1931 was 195 to the 
square mile (176 in 1921 and 174 in 1911). Among., the major 
Provinces, Bengal has a density of 646 and Burma onIyi6li The Punjab 
has a density of 238. Among the States, Cochin has a density of 814 
as compared with Jammu and Kashmir 43, and Baluchistan States 5. 
Among the larger States the most densely inhabited is Baroda. 

Great variations in density are found even within these political 
divisions. 

Density is not greatest where the rainfall is heaviest. Hills and 
forests reduce the population in proportion to the area. Where, however, 
there are no hills and forests, and irrigation is not very important, density 
will be found to vary according to rainfall. 

Irrigation increases density. The district of Lyallpur in the Punjab 
has at present a density of 368 per square mile; in 1891, before irrigation 
started, Lyallpur had only 7 inhabitants to the square mile. 

In the industrial countries of Europe density is less dependent on 
natural factors and more on the conditions created by man. Belgium can 
support 707, Holland 627, and the United Kingdom 494 persons per 
square mile only with the aid of a highly developed industrial system. 

In India the proportion of earners and working dependents supported 
by industry is 10 per cent, and most of these are cottage workers. Density 
in India is determined not by industrial conditions, as in Europe, but rainfall, 
irrigation and configuration of the land. 

There is much evidence to show that the pressure of population on the 
land has steadily increased during the past 30 years. This is particularly 
true of the following Provinces;— United Provinces, Bihar and Orissa, 
Bombay, Madras, Bengal, Punjab and the N.W.F. Province. There 
is room for growth of numbers in Assam, and possibly also in C.P. and 
Berar. 

Emigration affords little relief. Migration within the country is 
limited by three factors: (a) attachment to land, (b) indebtedness, and 
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'(c) ill-healtli. .Even if iaterna! migration was absolutely un-limclered,, it 
■would not soke our proMem. 

We are confronted with a 'hopeless situation: (i) The development 
ol *a 'materialist standpoint might lead to a limitalion of births. But the 
masses o-f India are sleeped in. ignorance and superstition. A change in the 
religious ou£ioo.k of the masses may take centuries. (2) Under the 
existing system of laad-owiiership no revolutionary change in the methods of 
cullivatioii ' can be expected. The modernization of Indian agriculture 
is impossible unless it is p.receded by a very g,reat development of industries. 
(3) The development of factory industries would relieve the pressure of 
population „ on the soil, , but our iadustrial developmenl . is proceeding . oa. 
wrong lines.. ,We are concentrating on the production of consumable goods, 
and have almost enlireiy 'neglected the manufacture.' ^ of capilar goods. It 
is a process of: biiiidiiig from the top. 

. India ..needs a change oi system which may a!te.r the whole 'Structure of. 
her economy.; 


Chapter IL — Movement or -the Pop.uiATiON .and Civil , 

Condition, Page 33. 

Our rale of increase is irregular. Wlieii' .figu.re$ of real increase of 
ttUKibers in India and England and Wales a.re plotted , on a chart, India's 
curve has the shape of a W; that of.. Engla'iid . a,nd ; Wa.!e$ is very nearly 
a straight line dipping towards the, end. ' 

The growth of population in India k delermined no't merely by the 
relation between normal birth and- death rates,, but by abiiorma! causes 
which affect this relation, as famine and' disease. 

The rate of growth was Tl. 'per cent ..in 1872-81. The terrible 
famine of 1876-78 reduced the growth -of numbers. 

The period 1881-91 was one of recovery, and the increase of 
population was 9*1 per cent, but-; famine and plague brought down the 
rate of increase to 1*4% in 1891-1900. The real increase of population 
in 1901-1911, a period of ‘ moderate . agricultural prosperity* was 6*3%,. 
In the next decade, 1911-21, the growth of numbers was cut down by the 
influenza epidemic. Influenza mortality is estimated at about 7 per cent of 
the pojmlation, or about 22 millions. Population increased by 1*2 per cent 
in 1911-21. The decade 192 1 -31’ was free from famine and epidemics 
and the increase of numbers in this- decade constitutes a record, 33*9 millions, 
or 10*6 per cent 

While the population of India ' tends to increase rapidly the actual 


If 


SUMMARY 


fate of increase between 1871 and 1931 was 33 per cent — it was slower 
than the rate of increase in the more important European countries, France 
alone esccepted. In this period the population of Europe increased from: 
308; million to 506 millions, or by over 64 per cent. 

Our birth and- death rates are high. The birth and death rates 
have iallen heavily in ihc' countries of Western' Europe. Indian statistics, 
show no marked tendency towards a fall. The birth rate will not fall 
without a chance in the religious outlook of the masses, and so long as the 
birth rate is high, the death rate will remain high too. 

Similarly there is no fall in the high rate of infant mortality. Om 
an average it is about 20 per cent. 

Our age-pyramid is the most regular, having the broadest base andi 
the narrowest top. In India natural causes, or famine and epidemics, 
determine the changes in the age-constitution of the population. 

The expectation of life has appreciable and steadily increased in most 
of the countries of Europe since 1871. The expectation of life in India 
at all ages is less than in other civilized countries. It increased in 1931 
as compared with 1 9 1 1 , This would be regarded as a matter for satisfac- 
tion if we did not know that owing to the eleraination of the weak and 
the unfit by the influenza epidemic of 1918-19 the population in the last 
decade contained an unusually high proportion of the fit and the strong. 
Epidemics in 1931-41, or in the following decade, will reduce numbers. 

In marked contrast to European countries there is an excess of males 
over females in our total population. The deficiency of females is greatest 
in the Punjab. That the Punjab is “ the gate-way and sword-hand of 
India ” has nothing to do with the question. It is a question of taking 
proper care of female children, of raising the age of marriage, of avoiding 
too frequent births, of abandoning primitive methods of midwifery, of 
educating women and of treating widows better. 

The number of the married per 1000 of those aged 0 — 15 years rose 
from 51 males and 144 females in 1921 to 77 males and 1 8 1 females 
in 1931. The Sarda Act came into force a year before the last census, 
and there was a rush to marry off children. 

In European countries the percentage of men who marry below the age 
of 20 is insignificanL The highest proportion of men who marry (first 
marriage) in Europe are between the ages 25-29 and women between 
20-24. The proportion of widows to the population is much higher in 
India than in Eurc^e. 

Between 1901 and 1931 the town populatimi increased by 24 per 
cmt and the village population by 19 per cent But only 11% of the 
total population lived in towns in 1931* The growth of the larger 
towns in India is largely at the,: expense ihc-' med towns. The. 
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growth of towns is dependent upon the growth of industries. In view 
of the slow development of Indian manufacturing industries it is not surpris- 
ing that the progress of urbanisation is slow. 

The housing conditions in some of our cities are far from satis factoiy. 
The congestion in certain parts of our towns much exceeds the maximum 
density in the most heavily populated parts of London. 

' In illiteracy India leads the world. In 1931 the proportion of literates 
of ages 5 and over was 9*5, of whom 1*3% were literate in English. 
Taking ages 1,0 and over there were 82*6% illiterate males, and 96*9 per 
cent illiterate females. 


Chapter III.— The, Malthusian Doctrine and Over-Population, 

Page 70. 

Malthus thus summed up his conclusions regarding the growth of 
numbers: — 

“ The increase of population is necessarily limited by the means of 
subsistence: 

“ Population invariably increases when the means of subsistence 
increase, unless prevented by powerful and obvious checks: 

“ These checks, and the checks which keep the population down to 
the level of the means of subsistence, are moral restraint, vice and misery/* 

Karl Marx condemned this Natural Law of Malthus as a partisan 
doctrine, but the Malthusian Doctrine has found many supporters in all 
countries. In England Dr. Marshall accepted the Natural Law of Malthus, 
and gave him ** a place among the founders of historical economics.” He 
held that the second and third steps of Malthus ’ argument, though 
antiquated in form,” were “ still in a great measure valid in substance.” 

Malthus’ principle of population is based on the quantity of food 
produced relatively to the growth of numbers. The principle of population 
which is in operation in India at the present time has more reference to the 
distribution of wealth and income than to the amount of food produced by 
India. 

The question of food supply is no longer local. Pecpie do not die 
in famines because of lack of food. They lack the means of buying it — 
which is different 

Between 1880 and 1910 the economic development of Germany was 
proceeding more rapidly than the growth of numbers, and in consequence 
the standard of living of the population rose. 

The figures for the United States for the period 1849-99 are still 
more significant. The growth of numbers, under favourable conditions, is 
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accompanied by a constantly rising standard of living. And the rise in the 
standard of living tends to lower the birth rate. 

Over-popniation may be understood in an absolute or a relative sense. 
It is difficult to say, whether any country is over-populated in the absolute 
sense, because the question of the optimum population that a country can 
support can never be answered definitely— the possibilities of economic 
development, colonization and commercial expansion cannot be exactly 
estimated. 

India may not be over-populated in the absolute sense, but under existing 
conditions India is over-populated, and the Malthusian Law is in operation in 
India. This is shown by the growing pressure of population on agricultural 
resources, the extravagant reaction to disease, and the irregular movement 
of the population, rapid increase in one decade being followed by much 
slower increase, or practically no increase in the following decade. 

A fall in the standard of living of large masses of the population is 
the inevitable consequence of a rapid increase of numbers when the economic 
resources of a country fail to expand correspondingly, 

A fall in the standard of living weakens the disease-resisting power 
of the people. The reaction of the population to disease is suggested by 
Indian experience as a reliable test of over-population. 

The solution of the problem lies in greater production of wealth and 
a better distribution of it. Landlordism as a factor affecting the distribu- 
tion of wealth is of considerable importance in U. P. and Bengal, and 
even in the Punjab. A better distribution of wealth would raise the standard 
of living of the masses and create in them a desire for a higher and a 
richer life. No attention has been paid in India to the quality of the 
population. An enlightened, well-fed, well-clothed and properly housed 
population otf 150 milions is better than a crowd of 357 milions, most of 
whom do not know the meaning of education and culture, are economically 
speaking more dead than alive, and exist only as balidan for epidemics. 


Chapter IV.— Agricultural Production and related 
Problems, Page 87. 

The noteworthy changes in the yield of the principle crops, as com- 
pared with the pre-war position are a considerable increase in the produc- 
tion of sugar-cane, tea and groundnuts. Indigo has lost ground, but it is an 
old story. The production of rubber fell heavily in 1931-32 and 1932-33, 
but since then production has rapidly expanded. 

Between 1911-12 and 1935-36 the area under all food-grains 
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practically remaiiieci stationary. On account ol the growth of numt^rs, 
India's surplus of food has dwindled. At the present time it may !:« 
estimated ' at about 5- million tons, as compared with 9-| million tons 
estimated by the Famine Commission of 1 898. 

In regard to the fertility of the soil, the Agricultural Commission of 
1928 took, the view that a stabilized condition has been reached, natural 
gains, balancing the plant food-materials removed by crops and other losses. 
Dr. Voeicker, who reported on Indian agriculture in 1892, was of a 
different opinion. 

Agricultural holdings are becoming uneconomic. The subdivision of 
land takes place according to our laws of inheritance; it cannot be checked 
without interfering with those laws. 

The creation by legislation of impartible holdings was not recommend- 
ed by the Agricultural Commission. One of the effects of such legislation 
must he to create a landless proletariat which is always a danger. 

Fragmentation means scattered holdings. It is of two kinds, frag- 
mentation of the land of permanent right-holders, and fragmentation of 
cultivation, which is much worse-each tenant, unable to rent al! land from 
a single owner, rents small pieces from different owners. 

Consolidation of holdings is being tried as a remedy against fragmenta- 
tion. But unless alternative means of livelihood are discovered, the position of 
landowners and cultivators must continue to deteriorate from decade to 
decade. 

A very great deal has been done by Government to improve agriculture. 
A Department of Agriculture exists in every Province. The total provincial 
expenditure on agriculture now amounts to over 2 crores annually. Agricul- 
tural Research is directed by the Imperial Council of Agricultural Research, 
subsidized by the Central Government. Cotton research is carried on by the 
Central Cotton Committee. There are other Research organisations, 
the most important among them being the Imperial Research Institute 
formerly located at Pusa, and now at Delhi. 

Indian agriculture needs a fundamental reorganisation. No real 
progress is possible without radical changes in the system of land-holding 
and methods of cultivation. 

In regard to animal husbandry, the position is extremely unsatisfactory* 
The number of bullocks, in different Provinces, varies directly with the 
number of cultivators and inversely with the size of the holding. India 
is attempting to maintain an excessive number of cattle ** (Agricultural 
Commission). It is not necessary that the quality of cattle should deterior- 
ate with increase in their number. But conditions in India are peculiar. 

The care of forests is entrusted to ' Provincial Forest Departments. The 
total area of forests including Burma, is 1 million square miles. The 
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proportion of forest to the total area varies ■ greatly in the case of different 
Provinces (Burma. 65*6% ; Punjab 5*4%). The work of the Forest 
Department is , not only afforestation, but the protection of existing forests. 

There has taken place a heavy decline in revenue from forests m 
account of the fall in the value of forest produce. 

Irrigation is a very important factor affecting agriculture. The means 
of irrigation are canals, tanb and wells. The total irrigated area in 
British India is over 51 million acres. Of all Provinces the Punjab has the 
largest irrigated area, about 1 5 million acres. Of the irrigated area in the 
Punjab, about 1 0 million acres are irrigated by Government canals and about 
4*4 million acres by wells. Tanks are of importance in Madras and Bihar 
and Orissa. 

While there cannot be any dispute about the benefits of canahirriga'- 
tion, its rapid development in the Punjab has given rise to a serious 
problem — water-logging. 

Water-logging is due to the rise in the spring level. When the 
spring level has risen so much that it is only within a short distance, or a 
few feet of the ground surface, water is drawn up by capillary attraction. 
The affected land is then covered with (salts), and finally it is 

turned into a swamp. 

It has been estimated that of the water taken in at the head-works of 
the Punjab canals, about one-third is lost, through percolation, in the main 
canals and branches. Of the remaining water, that is water in the distribu- 
taries and water-courses and that supplied to the fields for actual irrigation, 
also one-third percolates to the sub-soil to raise the spring level. 

When a canal is so constructed that it obstructs the natural drainage of 
a tract (as was the old Western Jamuna Canal), water-logging will appear 
after heavy rains. Remodelling of the canal is necessary in such cases. 

The Drainage Board is concerned with improvmg the natural drainage 
of the country, ■ 

The lining or water-proofing of a canal (e.g.. Gang canal) is an 
expensive remedy. 

Apart from the opening out of closed and obstructed drainages, the 
only two remedies which have been found effective are (1) replacing canal 
irrigiation by irrigation from wells, and (2) pumping from sub-soil. 

Unfortunately the cost of well-irrigation is about 6 times greater than 
that of canal irrigation (Rs. 22 and Rs. 3/8 per acre respectively). But 
it is obvious that where water-logging is threatened, canal irrigation must 
be restricted. Attempts are also being made to prevent over-irrigation. 

Irrigation engineers now take a less pessimistic view of the situation 
than they did before. During the past, few^years, the sem area has de- 
creased, but the ihur area has increased. 
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Chapter V. — Industrial Production, Page 118. 

There is no lack in India of raw materials required for ihe clevel op- 
ulent of m,etel]urgical industries.- Even if India were wholly isolated froin 
the rest of the world, she would be able to supply very nearly all the 
requirements, in so far as the mineral .World is concerned, of a highly 
civilized community. 

...The total value of minerals produced in 1937 was £25,000.,00§. 

Coal: — -The production of coal increased fro.m 4 tons in 1897 

to 25 million tons in 1937. The coal industry is suffering from over- 
production. The consumption of coal in India is' estimated at 1-8- millioo. 
tons, while the producing capacity is 26-27 million tons. 

Regulated production is the way suggested out of the * Valley of 
Despair.’ 

A coal grading Board was constituted in 1925. 

Manganese: — ^In 1937 the output of manganese was over I million 
tons, as compared with 218,000 tons in 1933, and over 1 million Ions in 
1927. The depression in the industry was due to the world depression, 
which reduced the output of steel, and Russia’s non-economic methods of 
exploitation. 

Manufacturing Industries: — India’s pre-war industrial weakness was 
chiefly due to the ‘ let alone ’ policy of Government. The war brought 
a change in .Government attitude, and the Government Munitions Board 
paid special attention to the encouragement of ‘ key ’ industries. The 
Industrial Commission (1916-18) drew attention to the danger of industrial 
deficiencies and the Fiscal Commission (1921-22) recommended the adop- 
tion of a policy of protection applied with discrimination. The Tariff 
Board deals with the claims of industries for protection. 

Iron and Steel: — Protection was first granted to the Iron and Steel 
industry in 1924. The question was re-examined in 1926 and 1934. 
The new scheme of protection will continue till 3 1st March, 1941. 

Two scales of duties have been adopted, ‘ basic duty ’ and ‘ additional 
duty/ The * basic duty ’ was fixed with reference to the price of steel 
imported from United Kingdom. Continental steel pays the ‘ basic duty ’ 
and the ‘ additional duty,’ which is based on the difference between the 
prices of British and continental steel, making allowance for the difference 
of quality between the two. 

The' output of the Tata Iron and ■ Steel Company (finished steel) 
averaged 400,000 tons between 1926 and 1933; in 1935-36 it was about 
700,000 tons. 

It is hoped- that when Continental prices rise to a more economical 
level, the Indian industry will be able to dispense with protection. 
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Labour conditions at Jamshedpur are satisfactory. 

The Cotton Mill Indusir]): — ^The industry had made considerable. 'pro- 
gress before the . war~the transformation from a spining to a weaving 
industry had already taken place. 

During the war the number of looms increased by 25%. The three 
years immediately following the close of the war were a period of great 
prosperity for the industry. The boom was followed by the inevitable 
depression. A demand for protection was made by the industry in 1926, 
but protection was not granted before 1930. Since then, assisted by the 
political movement, the industry has made rapid progress. 

Imports of cotton piece-goods fell from 3,197 million yards in 1913-14 
to 591 million yards in 1937-38, while the cloth made in Indian mills 
increased from 1,164 million yards to 4,084 million yards in the same 
period. India can easily do without imported cloth now. 

Imports from Japan are now regulated by the new trade agreement 
concluded in April, 1937. As in the previous agreement, imports are linked 
with Japan’s purchases of Indian cotton. 

The level of technical development in the Indian industry is high — 
it has elicited praise from foreigners. The future of the cotton industry is 
bright — provided efforts to lower the cost of production through rationalisation 
of methods of production are not relaxed. 

The Sugar Industry : — Protection was granted to the industry in 1932. 
The sugar industry has developed very rapidly. In 1928-29 the imports 
of Java sugar amounted to 937,000 tons, valued at 16 crores. Imports 
at present are so small as to be negligible. Production of factory sugar 
from cane amounts to 930,700 tons. In the whole of India there are 
136 sugar factories. Gf the total quantity of sugar, the United Province 
produces 57 per cent and Bihar 24 per cent. The growth of the industry 
had led to a considerable increase in the area under sugar-cane (particularly 
that under improved varieties) and the production of gur. 

The yield of the sugar excise is a little over 3 crores. The import 
duty yielded about 7 crores. The development of the sugar industry has 
thus meant a loss of about 4 crores annually to the Central Government. 

The Match Industry : — Before the year 1921 there was a single 
match factory in India. The imports of matches in 1919-20 amounted to 
1 5 million gross boxes. The Government of India were led to tax imported 
matches for fiscal reasons. Match factories began to spring up in India 
when the duty was raised to 100 and 200 per cent ad valorem (1921-22). 
Imports of matches at present are of little importance, and home productbn 
is sufficient to meet the demand. In 1935-36 the output of the Indian 
industry was 24*4 million gross boxes of safety matches. 
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■ ■'/■Cement : — ^The maniifacture . of Portland cement ■ was first iiadertakea:. 
diifing the Great War. The output was taken by the Munilioiis Board. 
Control ended, in ,1919. Production conimued to increase and .cut-throat 
campelitioii started among producers, which brought down the price. In: 
, {,926 the Indian Cement Manufacturers* Associatioii was formed. :At 
present, both ' the output and the price are controlled by , a iii,erger which., 
was effected in 1936. The cement industry is working more or less as 
a,' single organisation. 

' The imports amounted to 32,000 tons in 1937-38. India produced 
891,000 tons of Portland Cement in 1935-36. 

Paper : — Protection was granted to the bamboo and the paper-pulp 
industry in 1 925. The paper industry is an old industry. , After, the war 
the industry suffered much on account of foreign dumping. 

Paper has hitherto been made in India from sab ui grass. But scibai 
grass, on account of its high cost, has no chance in compelition with 
bamboo pulp. The future belongs to the bamboo and the paper pulp 
industry. 

Indians bamboo resources are almost inexhaustible. The cost of 
chemicals is high, and most of the mills have to pay heavy transportation 
charges for coal. But on the whole the prospects of paper making from 
bamboo pulp are hopeful 

In 1926 the output of our mills amounted to 33,000 tons a year; 
in 1935-36 it had increased to 48,100 tons. Including Indian production,, 
the total consumption of paper at the present time is over 200,000 tons. 

It is not possible to make certain kinds of paper in India: newsprint, 
cheap wrapping paper, art paper, blue match and tissue paper. We cannot 
have cheap newspapers unless we continue to use (imported) papers contain- 
ing a high proportion of mechanical wood-pulp. Old newspapers, which serve 
as wrappers, are also imported. 

Jute: — ^T'he fall in the price of raw jute has disastrously affected the 
grower in Bengal The contraction of world trade reduced the foreign 
demand for jute. In 1932 the Jute Mills Association decided to curtail 
production. There were two undesirable results: (1) In India several new 
mills were erected, and abroad foreign manufacturers succeeded in capturing 
an appreciable amount of Calcutta’s trade. The restrictions on production 
were gradually withdrawn, but in October 1938 the Bengal Government 
were forced to limit the working hours in all jute mills to 45 per week. 

Voluntary crop restriction is being tried in Bengal, reduced quotas 
having been fixed for each District. If voluntary crop restriction through 
persuasion fails, compulsory restriction, through legislative action may be 
resorted to. 
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Tea: — ^The price of tea fell heavily in 1930. ■ To raise prices, at 
the suggestion of the Dutch a plan of international control was devised. The 
principal exporting, countries undertook not to export more than a given 
quantity, which is to be revised annually. Towards the end of 1937 the 
continuance of international control was agreed to by the participating countries 
and the scheme was extended for 5 years from April 1938. 

Propaganda to encourage tea-drinking in India is carried on by the 
Indian Tea Market Expansion Board. It is estimated that the consumption of 
tea in India has risen from 18 million lbs. in 1902-03 to 90 million lbs. per 
annum at the present time. 

Indian Factories, 1936 : — The total number of factories in British 
India in 1936 was 9,323, and the labour employed was 1,652,000. 
The factory workers form less than 1 per cent of the population. Our 
industrial proletariat is of little significance. 

The industries which provide the largest employment for labour are 
textiles; engineering; food, drink and tobacco. 

A comparison of Indian figures with those for Great Britain sho%vs 
that British workers engaged in the manufacture of metals, machines, 
implements and conveyances, exceed the total number of our factory workers. 
In an industrial country the manufacture of capital goods occupies the 
largest proportion of workers, and remarkable as it may seem, the level 
of prosperity is higher where a considerable proportion of the population is 
engaged in making indirect goods than where an overwhelming proportion 
of the population is producing consumable commodities. 


Chapter VI — Cottage Industries, Page 163. 

Very great importance is attached both in official and non-official 
circles to the revival of cottage industries as a subsidiary source of income 
to the village people. It is even thought that the development of cottage 
industries would relieve the pressure of population on the soil! 

Mahtma Gandhi founded the Village Industries Association in 1934. 
For the first time the Government of India gave M 3 lakhs to the Provinces in 
1 935-36 for rural reconstruction. 

The Provincial Industries Departments are largely concerned with 
the hand-worker. The total Provincial expenditure on industries increased 
from 64 lakhs in 1921-22 to 124 lakhs in 1938-39, 

A Provincial Industries Department maintains ( 1 ) Industrial schools, 
in which various crafts are taught (2) special technical institutions, and 
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(3) a .Research Laboratory, It organises demonstration parties to Introduce 
improYed ..implements, and new desi.gns .among hand-workers, and assists 
indiistriafists with loans and technical information* 

The Industries departments are doing ..useful work, but the revival 
.of cottage industries, in the face of machine competition is, .a hopeless task. 
With the growth of imports and Indian machine competition the proportion 
of. the population dependent on industries (largely collage workers) has 
steadily, declined while that dependent on the land has steadily increased. 

Cottage, industries would prosper if machine competition were eliminated. 
But that is not possible. 

In Eu,r 0 pea.n countries increasing rationalization, scientific manageineal, 
and mechanisation of industries have effected an incrediable saving of labour. 
The change is so important as to be called a second industrial revolution. 
But in India cconctfnic reconstruction means reversion to antediluvian methods 
of production. 

The Agricultural Commission considered the question. Their conclu- 
sion was that the revival of rural industries could make little or no contri- 
bution in reducing the heavy pressure on the land and that they could not, 
as a rule, hope for ever to survive the increasing competition of organised 
machinery. 

A review of the condition of cottage industries in the different provinces 
shows that everywhere the growing intensity of machine competition is 
adversely affecting rural artisans and other cottage workers. 

It is also a mistake to think that the rural people can be made much 
more self-reliant self-suflScient than they are at present. Roughly, to the 
extent of more than half of their needs, people in the village are self-reliant 
and self-sufficient. Then there are certain goods and services, procured from 
the outside %vorld, which are indispensable (e.g., kerosine oil,, medicines, 
railway travelling, education) . As regards food, some consumption of 
refined sugar, rice, meat, fruits and vegetables has to be allowed for. All 
that may be objected to is the expenditure on cloth imported from outside. 
This accounts for 10 or 1 1 per cent of the total expenditure. Can the 
cultivator be persuaded to give up the use of the fine and gaudy mill-made 
fabrics on special occasions? (Ordinarily village people wear khaddar). 
Can we, who live in towns, do without silks, carpets and other luxuries? 

The utmost that one may hope to achieve is a slight reduction in the 
use of mill-made cloth and an increase in the quantity of yam produced 
in the villages. 
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Chapter VIL— Industrial Labour, Page ! 86. 

Problems coBnecled with Indian labour were examined by the Indian 
Labour Commission in 1 929. The recommendations of the Commission 
covered a .wide field.' Effect has been given to many of these 
recommendations:- — 

Factories Act^ 1934: Hours of Work: Weekly limit 54 for perennial 
and 60 for seasonal factories, daily limit: 10 for perennial and II for 
seasonal factories. A child has been defined as a person under 15. 
Children under 12 are not allowed to work in factories. Hours of work 
for children have been fixed at 5 (spread-over 7| hours; in the case of adults 
13 hours). 

Effect has been given to the recommendations of the Labour Commission 
concerning health and safety of workers, cleanliness, ventilation, artifical 
humidification of factories, notice of certain accidents and other matters. 

The pledging of children's labour is prohibited (Act of 1933). 
Mining legislation has been undertaken. Deductions from wages have been 
regulated. Payment of compensation in case of accidents is according to 
the Workmen's Compensation (Amended) Act of 1933. The compensa- 
tion actually paid increased from 6 j lakhs in 1925 to 14^ lakhs in 1936. 

The Trade Disputes Act of 1923 was amended in 1932. The first 
part of the Act relates to the establishment of tribunals for the investigation 
and settlement of trade disputes. The second part is concerned with public 
utility services. It is a penal offence for workers employed on monthly 
wages in such services to strike without due notice. 

A strike or lock-out is illegal when its object is something else than 
the mere furtherance of a trade dispute, or when it is designed to coerce the 
Gfovemment either directly or by inflicting hardship on the community. 

Provincial labour legislation relates to a variety of subjects, the most 
important of which are workmen’s protection against money-lenders, trade 
disputes, maternity benefits, payment of wages, and unregulated factories. 
The Bombay Industrial Disputes Bill (1938) provides for the registeration 
of certain unions and conciliation to start functioning immediately a dispute 
is likely to occur. The Bombay Shops Bill fixes hours of work for shop- 
employees. The Central Provinces unregulated Factories Act, 1937, is a 
model for other provinces to copy. 

The Standard of Living : — Much light is thrown on the standard of 
living of industrial workers by the investigations carried out by the Bombay 
Labour Office, and those made by the Labour Commission, The condi- 
tion of the industrial worker is one of general poverty: Thus poverty 
leads to bad conditions, bad conditions to inefficiency, and inefficiency to 
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poverty.’' In most ..industrial centres the proportion of families or ^ individuals 
in debt is two-thirds of the whole. 

Cash wages on tea-plantations in Assam are particularly low. The 
Labour Commission recommended the establishment of statutory wage-fixing 
machinery in Assam, but nothing has been done in the matter. 

Wages m India and Russia : — Wages in India are low, but incredible 
as it may seem, the purchasing power of the average Indian factory worker 
is not much smaller than that of the average factory worker in socialist 
Russia, The average wage in the Bombay Engineering industry (Rs. 39/- 
a month=312 roubles in purchasing power) is higher than the average wage 
in the best-paid Russian industries. Allowing for the increase in wages 
granted in 1938, the purchasing power of the average textile worker in 
cotton mills in the Bombay Presidency is probably greater than that of the 
average worker in light industry in socialist Russia. 

The proportion of family income spent on food by Bombay workers 
fell from 56'8% in 1921-22 to 46*60% in 1923-33. The percentage 
of expenditure on food in Ahmedabad working class family budgets fell 
from 57*90 in 1926 to 49*31 in 1933-35. In Russia no less than 67*3 
per cent of the family income was spent on food in 1935. 

Industrial Disputes : — 379 disputes occurred in 1937, involving 647,000 
workmen. Generally speaking the depression was a period of progress 
and development for Indian manufacturing industries. As compared with 
our 146 disputes in 1933, the number of disputes in U. S. A. averaged 
1 30 per month. 

Trade Unions: — The Trade Union Act came into force on 1st June, 
1927. The registeration of trade unions is not compulsory, but any seven 
or more members of a Trade Union may, under certain conditions, apply 
for the registeration of a Trade Union under the Act The two chief 
features of the Act are the principle of immunity in respect both of civil 
and criminal proceedings against the Trade Union, and the constitution 
of a separate fund for political purposes. In the year 1 935-36 there were 
236 registered unions in British India, with a membership of 268,000. At 
the end of September 1938 Bombay had 147 Unions with a membership 
of 135,000; of these only 53 were registered. 

The progress of the labour movement is slow owing to (1) the 
migratory character of the bulk of Indian labour, (2) poverty of the 
workers, (3) differences of language, (4) social and communal differences, 
und (5) ignorance, greed and incompetence of many so-called labour-leaders. 
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■ Chapter VIIL — Educated Unemployment, Page 212. 

The' problem has been examined, by special commiltees in .Bengal, U. P. 
(twice), Madras, and- the Punjab (twice). There; is genera! agreement 
about the causes of unemployment. . 

Between: 1911-12 and ' 1 935-36 the number of the middle-passed 
increased about 3 times, of under-graduates about 9 times, and of graduates 

times* ,, 

In its inception the aim of the system of education was to train boys 
for clerical vocations or to produce a class of * interpreters.’ The supply 
•of clerks and interpreters much exceeds the demand. 

The suggestions made for solving the problem are the. following: — 

1 . Economic development of the country should be encouraged. ( 2 ) 
Technical education should be extended. (3) Cottage industries should 
be revived. (4) Village life should be made more attractive. (5) Small 
holdings should be provided for educated youngmen. 

Unemployment among medical practitioners may be reduced by encourag- 
ing doctors to settle down in rural areas. Certain new professions may be 
created or developed: pharmacy, dentistry, accountancy, architecture, 
librarianship, insurance work, and journalism. 

The work of the Provincial Committees has shown both the complexity 
and the gravity of the problem. Why do youngmen seek a living through 
education? Why do they leave their ancestral callings? 

Machine competition has ruined many cottage industries. The 
situation is not changed by sermons on the ‘dignity of labour* or the opening 
of technical schools for the training of hand-workers. 

Sons of zamindars seek Government employment because agriculture 
has ceased to be remunerative. It is better to be a peon than a peasant. 

We are confronted with a hopeless solution. Year after year we 
are adding to the number of unemployed matriculates, and graduates, 
destined to lead a life of misery and starvation. 

There is one and only one solution of the problem — economic planing. 
Planless technical education will not reduce the number of the unemployed. 
Before creating technicians we must create the industries which will employ 
them. 

A planned economy for India will aim at industrialising India within 
a given period. Educational planning must necessarily form an integral 
:part of ;eeonomic;planmng. 



INDIA BEFORE AND SINCE THE CRISIS 


Chapter IX.— Railways, Page 231, 

The question of State versus Company management of railways was 
discussed by the Acworth Committee of 1 920-2 1 , but the recommendation's 
of the Committee on this subject were not unanimous. The Government of 
India are convinced that State management in other countries\ has almost 
universally failed. But real Company management is impossible in India. 
In the case of the more important lines the greater part of the capital was 
found by the Government, and Government is the real owner. Under Indian 
conditions Company management means a division of responsibility which 
does not make for efficiency. Indian public opinion is overwhelming in 
favour of State management, partly because it means more higher jobs for 
educated Indians. 

The Government have not accepted the principle of State management 
of Indian railways, but in 1924, when railway finance was separated from 
the general finances of the country, Government undertook that the arrange- 
ments for seperation should hold good only so long as the E. I, Railway 
and G. 1. P. Railway and the existing State-managed railways remainedi 
under State management 

The Acworth Committee recommended the complete separation of the 
railway budget from the general budget of the country. Under the old 
system net receipts from the State Railways (worked by State and by 
companies) formed part of the general revenues of the country out of which 
allotments, varying from year to year, were made for capital expenditure. 
The allotments were Inadequate, Under present arrangements, which came 
into force from the year 1924-25, the railways make a fixed contribution 
to the general revenues equal to 1 per cent of the capital at charge of 
commercial lines plus l/5th of the surplus profits of the penultimate year. 

Of the important lines 5 are owned and worked by the State, four are 
owned by the State but worked on its behalf by guaranteed companies, two 
important lines and many others are owned by private companies, some of 
which are worked by private companies, while others are worked by the 
State or by the companies which work State-owned systems; several minor 
lines are the property of District boards, or enjoy a guarantee of interest 
by such Boards. Over all lines in British India, however, the Government 
of India exercise general powers of control. 

Railway construction started in 1849 under the guarantee system. In 
1 862 an attempt was made to promote railway construction by means of 
subsidies, instead of a guarantee of interest. The subsidies, however, failed 
to attract capital. Two changes were made in Government policy in 1869, 
( 1 ) more profitable arrangements from the point of view of Government 
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were made with guaranteed companies, , and (2) Government decided to 
constmcl; railways itself., 

' In 1 880 the Stracliey Famine Commission urged the necessity of -a 
rapid extension of the railway system. More .guaranteed companies were 
formed after ■ 1880, but in each case the terms of guarantee were more 
favourable to the Government than in the case of the first guaranteed 
companies. The Government have freely exercised their right of terminating 
the contracts of the railway companies. ■ 

The total mileage open to traffic is about 43,000. 

The guiding principles in the development of our railway system have 
been two: humanistic and Imperialistic. The railway is an important 
means of famine protection; and railways have helped in (a) the consolida- 
tion of political power and (b) the development of exports of raw 

produce and imports of manufactured goods. Our railway system has 

not developed naturally, like the English system, according to the requirements 
of internal trade and industry. 

Railwa])s in the Depression : — In the period of 5 years ending 1926-29 
the average annual contribution of the railways to the general revenues was 
about 6 crores. In this period the net revenue of the railways exceeded 

the interest charges each year by 9|: crores on an average. In the year 

1929-30 net revenue was still greater than interest charges but from 1930-31 
to 1936-37 interest charges each year exceeded the net railway revenue. 
The net revenue was lowest in 1932-33 and the deficit highest in the same 
year. At the end of 1936-37 the unliquidated liabilities of the railways 
amounted to 61 crores, of which 30| represented the amount borrowed from 
the depreciation fund and Rs. 30| crores unpaid contribution to general 
revenues. 

The position improved in 1937-38, The surplus realised fell a little 
in 1938-39, but for 1939-40 a surplus of 213 lakhs is anticipated. 

The railways have taken steps to improve earnings and reduce working 
expenses. 

Railrtoad competition : — Motor bus competition is keenest over short 
distances and, according to the railways, unfair. Control over motor vehicles 
has been made stricter, but unfair competition continues. Road competi- 
tion has * disturbed the harmony and balance of the railway rate system 
The new competitors * own swings but contract no losses on the roundabouts.* 

The utility of buses where railway service is inadequate is obvious. 
But it is necessary to coordinate both methods of transport. Both rail and 
road transport have their appropriate field. The problem is that of confining 
each to that field, and that has not yet been solved. 

Indirectly road competition has made 3rd class railway travelling more 
comfortable, or less uncomfortable, than it was ever before. 
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■Chapter X.— Foreign Trade and Tariffs, Page 247 

' : Rouglily,^ of our imports and |tli of our exports consist of 

articles, wholly or maiidj manuf^^ 

' The character of our foreign trade in the l6tE: and HTtk, centuries 
was: essentially different. ' The bulk of the exports consisted of cotton ' goods ; 
the imports were cheifly gold and silver,- a few articles of luxury and fancy 
goods, meaii't for the rich, and spices. 

' As at the present time, exports much exceeded imports in value, . But 

O'ur .ifavouraWe balance of trade is now a sign of our debtor'* position.; , ,Tn 

the past not only , the balance of- trade but the, balance of payments was 
heavily in our favour. In other words, India was a creditor country and 
the world paid her tribute in silver and gold. 

The T ariff Under G>mpaay rule the general rate of duty levied 

on imports into India was 10 per cent ad valorem. The ‘ refoim ’ of the 

traiif in accordance with the principles of free trade began in 1878. The 
abolition of the cotton duties in 1879 met with strong opposition. In 1894 
a 5 per cent duty was imposed for financial reasons on cotton goods and 
yarn imported into India, and a counter-vailing excise duty of an equivalent 
amount was imposed on cotton goods made in Indian mills. In 1896 both 
the duty on cotton goods and the excise were low’'cred to 3 i per cent. The 
excise was abolished in 1926. 

At the outbreak of the war the general rate of duty was 5% ad valorem. 
Financial necessity compelled the Government to revise the customs tariff 
in 1916, in 1921-22 and again in 1922-23. The general rate of duty 
now amounted to 15% ad ualoreni. 

The whole question of India’s fiscal policy was examined by the Fiscal 
Commission of 1921-22. The Commission recommended not protection, but 
protection applied with discrimination — ^the Commission were anxious to reduce 
the burden which protection inevitably imposes upon the consumers, to prevent 
the establishment of unsuitable industries (which might happen if all kinds 
of industries were indiscriminately protected), and to minimise the effect of 
protection, on the balance-' of trade, or to maintain a favourable balance of 
,' 'trade. 

At present the general rate of the tariff is 25% ad valorem. 

Imperial Preference . — ^The average percentage share of the United 
Kingdom in our imports in the five years ending 1875-76 was 77*9, and 
in our exports 49*6. For 1913-14 the corresponding figures are 64*2 
per cent (imports) and 23*5 per cent (exports). The decline in the share 
of the United Kingdom in our foreign trade was due to the growing competi- 
tion, of Germany, Japan and the United States, 

The question of Imperial Preference was first officially considered by 
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India in 1 903* Lord Curzoo’s Government rejected Imperial Preference 
because of the danger , of retaliation on the part of foreign countries. TEc' 
question of making the British Empire self-sufficient was examined during the 
Great War. The United Kingdom adopted the policy of Preference in 
1 9 1 9. The Indian Fiscal Commission laid down the following 
three principles which were to govern the application of a policy of 
Preference: (i) no preference was to be granted without the approval of 
the Indian Legislature, («) no preference given was, in any way* to 
diminish the protection required by Indian industries, and (Sz) prefei'ence 
was not to involve any appreciable net economic loss to India. The 
Commission did not fail to emphasize the Imperial aspect of the question. 

The Ottawa Agreement was signed in August 1 932, The preference 
granted by India amounted, in most cases, to 10 per cent. In return the 
United Kingdom granted preference to specified Indian articles and undertook 
to encourage the consumption of Indian cotton in Lancashire. 

The Ottawa Conference also adopted a resolution concerning 
industrial co-operation between various parts of the British Commonv/eaith. 
But no scheme of Imperial division of industrial activities has been worked 
out. 

An examination of trade statistics shows that the Ottawa Agreements 
undoubtedly encouraged inter-Imperial trade. The share of the Empire 
in British imports increased from 35*4 per cent to 39*1 per cent 
and in British exports from 45*3 per cent to 48’9 per cent between 1932 
and 1936. The share of the United Kingdom in our imports increased 
from 36*8 per cent in 1932-33 to 38*4 per cent in 1936-37; during the 
same period her share in our exports increased from about 28 per cent 
to 32*4 per cent. 

The Indian Assembly voted for the termination of the Ottawa 
Agreement in 1936. After protracted negotiations a new agreement came 
into effect from 1st April, 1939, The chief features of the new Agreement 
are the linking of the preferences for United Kingdom piece-goods with the 
off-take of Indian cotton by the United Kingdom on a reciprocal graduated 
scale; preference for 82 per cent of Indian exports to the United Kingdom; 
and a reduction from 1 06 to 20 United Kingdom items receiving Indian 
■preference. 

The Indian Assembly rejected the new Agreement, chiefly because of 
reduction in the duty on imports of Lancashire cloth. But in the new 
conditions of world trade it is not possible for India to stand alone. The 
United Kingdom is the largest single purchaser of our goods and the British 
Empire takes something less than half of our total exports. 
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■ Chapter XL— Gold Exports, Page 272 

Net' imports of gold between. 1900-01 and 1930-31 amomited ■ to 
Rs. 548 crores. Of this, gold worth over Rs. 321 has been exported since 
■21st Sept 1931 . 

The following advantages are claimed for gold exports: (1) Gold 
exports have led to an improvement in Government credit. It is certain that 
but for gold exports exchange would have fallen. (2) Gold exports have 
strengthened India’s public reserves, through the addition of, not gold, but 
sterling securities to the reserves. (3) Gold exports have meant the 
conversion of one form of reserve (gold hoarded by the people) into another 
(interest-bearing Government obligations). (4) Gold exports have 
encouraged die flow of international trade. It is again certain that but 
for gold exports the fall in imports would have been heavier. (5) The 
export of gold means that the people of India are using their reserves as 
reserves are meant to be used. 

The fact is that much of the gold exported was * distress ’ gold. 

The present price of gold is a little over Rs. 37 per tola. The future 
price of gold depends on two factors, (i) the extent of devaluation in 
England and (n) the rupee-sterling exchange. If the £ were stabilized at 
4‘67| dollars, but exchange fell to 16d., the price of gold in India would 
rise to over Rs. 41 per tola. 

The production of gold has increased enormously, but (z) if war comes 
the price of gold will rise, and (zi) so long as the danger of war remains, 
hoarding by private individuals and Central banks in the west will keep up 
the demand for gold and its price. 

The unrestricted export of gold is not a matter for rejoicing. Gold 
is not like tea, jute or cotton ; and the gold that has gone has gone for good. 
And we are living on our capital. 
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Chapter XIL — Indian Prices, Page 291, 

! 86 1 •‘ 1905 . Prices gradually rose. This was chiefly due to the rise 
of the export trade. But . prices were ■ still subject to seasonal fluctuations. 

1905 - 1914 . Prices rose continuously and rapidly (* famine prices 
without famine *). The rise of prices was connected with the gold exchange 
system. Before 1893 hoarding and melting accounted for about 45-50 per 
cent of the coinage. When the rupee became a token coin, the melting of 
rupees ceased and gold was preferred for hoarding purposes. The rise of 
prices became very marked after 1 905 ; in the triennium 1 905-06 to 1 907-08 
the total net coinage of silver exceeded the total net coinage in any period of 
jfive years before the closing of the mints. 

/ 9/4-29. All prices rose during the Great War but those of exports 
rose to a smaller extent than the prices of imported goods. The reason was 
shortage of imports. Currency inflation on an extremely modest scale as 
compared with European countries also assisted the rise of prices. 

Prices reached their highest level in 1920, after which they fell. The 
prices of post-War years were inflated. Between 1920-21 and 1929-30 net 
withdrawals of currency amounted to 86 crores. 

Prices since 1929. From 141 in 1929 the Calcutta index (annual 
average, July 1914=100) fell to 87 in 1934. The index rose steadily 
thereafter to 102 in 1937, but fell to 95 in 1938. The effects of the 
heavy fall of prices may be thus summarised: 

(i) Agriculture has become unremunerative over a large part of the 
country, (ii) the result in the case of the tenant is that he works almost entirely 
for the benefit of the landlord, (if?) the burden of rural debt has increased 
beyond the capacity of the borrower to pay, (iv) the burden of Government 
dues has become intolerable, (v) the agriculturist suffers specially because 
what he buys is dearer and what he sells is cheaper than before, (vr) the 
country as a whole is a loser since it has to part with a larger quantity df 
primary products to obtain a given quantity of manufactured imports, and 
(m) imports have been paid for to an amount over 321 crores by the 
export of gold. 


' ' Chapter XIIL— The . Crisis,, Page' 31 1 ' 

The Crisis, which began with the heavy fall of prices in 1929, was 
different from the ordinary conjunctural crises. The crisis was world-wide. 
There is not much evidence of an extraordinary or universal boom, preceding 
the depression. There was an improvement in some countries and a recession 
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in •others and the degrees of improvement or recession in different coimtnes 
were different , Boom conditions, however, did' exist in the United States 
in 1928 and 1929, There was no great rise of prices but business profits 
increased .on account of the fall in costs of production made possible by 
technical progress. Easy credit was largely utilised for speculative purposes 
and when discount rates were raised ' by the Federal Banks, there was a 
stock exchange crash. 

The fall of agricultural prices made it difficult for agricultural countries 
to pay their debts, and their gold reserves began to disappear. Before' the 
abandonment of the gold standard by England, Urguay, Argentine, Australia 
and Mexico had already suspended the gold standard officially. The 
currencies of six other countries had also depreciated in relation to gold. 

The immediate cause of the abandonment of the gold standard by 
England was the drain of gold. The weakness of the Creditanstalt (Austri-* 
an bank) in 1930-31 had repercussions in Germany whose short-tern 
indebtedness was very considerable. Relief was given to Germany by the 
* Stand-still Agreement,’ but the panic spread to England and the Bank of 
England began to lose gold. The drain of gold ceased only with the 
suspension of the gold standard. 

England’s return to gold in 1925 was a mistake and, in view of her 
declining exports, quite apart from the drain of gold in 1931, it would 
have been impossible for England to remain on the gold standard much 
longer. 


Chapter XIV.— The Crisis (contd.) Causes monetary and 
NON-MONETARY, PaGE 330 

There is no agreement among economists regarding the causes of the 

crisis. 

The monetary explanation runs as follows. The War made France 
and the United States creditor nations. They insisted on payment in gold 
and ‘ bottled up ’ the gold they received. The blame for the crisis thus rests 
on these two countries. But high authorities like Rist (France) and Irving 
Fisher (United States) take a different view. The situation in the gold- 
losing countries might have been met by economising the use of gold or 
* slimming the Golden Calf’ (Withers). The Golden Calf, however, was 
not slimmed. 

The non-monetary explanation lays emphasis on over-production. 
Indisputable evidence exists to show that the agricultural revolution altered 
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the whole: structure of world supply and world demand in the case of wheal, 
cotton; and other primary products. The industrial, output of the world was 
also rapidly expanding — attention may be particularly drawn' to the growth 
of ‘ coloured ’ capitalism. The true explanation of the crisis lies in 
stmcturai over-productioii rather than in conjunctural expansion. : ■ 

It is : not possible' to frame monetary ' policies so as to counteract the 
effects of fundamental structural alterations in supply , and ■ demand. 

The fall in the price of silver reduced the purchasing power of silverHising 
countries. But the purchasing power of India depends more on commodifies 
that she produces and sells abroad. In any case, the loss of purchasing 
power on .account, of the .fall, in silver .was more than counter-balanced, by 
the, sharp rise .in the price of .gold.. 

The Tigh level .of taxatio,n. in .many countries'.; retarded, the adjustment 
of industry and commerce; to the new conditions , of compelilion.' ' 

^ ^ of national economies . ( Autarkic) . is ' .largely the result; of the 

depression. It is an attempt by each country to safeguard its own position. 
The protection of agriculture in the industrial countries ■ of Europe mevitably 
reduced their demand for the produce of agricultural countries. 


Chapter XV.— Recovery, Page 366 

, The worst year of the depression was 1932-33, after ' W,hich tliere 
began , a gradual revival of trade and industry. The recovery has .not been 
steady and continuous ; ; it has 'been marked by '* notable ■ set-backs.’ ' The 
year ; 1936 was ‘ one of ' rapidly expanding production and of equally grow- 
ing optimism.’ Progress', continued until the ^first ■ quarter of 1937, when 
signs of another depression became noticeable. 

Factors of Exjansion: (1) An attempt was made to re-adjust supply 
to demand by controlling production. The supply of primary products was 
restricted. In addition, national schemes v/ere evolved for the combined 
regulation of imports and internal production 'in many countries;,; the output, ^ 
sales and prices of many manufactured commodities ' were regulated by means 
of national and international cartels. 

(2) A second factor in recovery was currency depreciation. The 
devaluation and depreciation of a number - of ' currencies ■ created a difficult 
situation for the Gold Bloc. The method of ‘ self-castigation ’ (deflation) 
was tried by Italy, Germany, Belgium, France,. Holland, but without relief. 
In the end Belgium devalued her currency and the conclusion of the 
Tripartite Currency Agreement between France,' -England and the United 
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V5tates ill Sept 1936 was , followed by devalaatioii in Switzeiiaiicl, Holland 
and Italy. 

. When the Government of India state that a lowering in the ratio would 
do no . good to any body except . Indian moneyed and, speculative interests^ 
they ignore the beneficial results of devaluation to which the currency history: 
of the world in recent years bears eloquent testimony. 

(3) Re-armament expenditure (estimated at £3,000,000,000 for the 
whole world in 1936) generated employment and incomes. 

(4) National recovery has been helped by the new methods of trading, 
that is, trade agreements, monetary and quantitative restrictions applied to 
international buying and selling, bilateral trade and clearing systems. 

Industrial recovery in India is shown by the growth of industrial profits, 
increase in the value of variable yield securities and CapiiaVs index of industrial 
activity. The causes of our industrial recovery are mainly two: protection 
and Government patronage of Indian industries. 

There is not much evidence of agricultural recovery. There has been 
some slight change for the better, but no marked rise in the prices of staples 
of export has taken place. India cannot rely on a growing foreign demand 
for her exports. The present situation is far from satisfactory, and the 
future of Indian agriculture is gloomy. 


Chapter XVL — Economic Planning, Page 382 

Economic planning is winning adherents every where: “ The present 
is characterized by planless control and regulation as the past was by planless 
freedom and individual choice; the future will be characterized by planned 
development of the economic system ” (Sombart) . 

At the end of 1938 the Indian National Congress appointed a 
Planning Commission, which has started collecting statistical data. But real 
planning in India under existing conditions is impossible: (i) Economic 
planning without political power has little chance of success, (it) A 
central authority is needed for planning. The Government of India is the 
proper planning and co-ordinating authority and the Government of India is 
not a responsible Government, (iit) It is extremely improbable that India 
will be allowed a free hand in fixing exchange at a lower rate or in further 
raising the tariff wall, (iv) Certain industries, e.g., ship-building cannot 
be developed without discriminating against British interests, which is not 
permitted by the Constitution Act. (v). Congress and non-Congress Pro- 
vinces and the various political parties will not be easily persuaded to work 
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together. . (vi) , It is doubtful if India possesses a sufficient number of men 
with the requisite technical ability to evolve a .plan and to execute it. , 

■ Planning in essence is the control and direction of the whole economic 
life of a country for the realisation of pre-determined aims, e.g., increase 
: of production, , abolition of unemployment, raising the standard of life of the 
people. 

Planning is easy when the State owns all instruments of production 
and is the sole employer. 

In Italy and Germany, private enterprise has not been abolished 
formally but it is subject to the severest regulation. In fact, private 
enterprise in Italy and Germany is not free — -it is subject to * a very advanced 
degree of government regimentation.’ In Soviet Russia foreign trade is a 
^ State monopoly, but both in Italy and Germany nothing can be exported 

or imported without the permission of the State — ^there is both monetary 
and quantitative restriction of foreign trade. The State fixes all prices in 
Russia. But price determination is not left to the free play of competitive 
forces in Italy or Germany either. There is very little of free competition 
left in these Fascist countries, whether in agriculture or in industry. 

The Corporate State in Italp. The Italian nation is regarded as an 
‘ organism ’ with aims superior and more powerful than those of individuals 
or groups composing it. Italian fascism speaks of laissez f air e or the old 
liberal outlook, with contempt. A new conception of the State has arisen, 
the State that is all-in-all. 

It is evident that if a nation is to function as an ‘ organism ’ or a 
unity in the economic, moral and political sense, the entire life of the 
nation must be controlled and directed by a central authority. A vast 
organisation has been set up in Italy, in the form of the Corporate State, to 
regulate economic life. 

The economic constitution of fascist Italy consists of four elements: 
^ syndicates, which may be called primary cells of the economic organism; 

federations, which are unions of syndicates; confederations, composed of 
federations as members; and Corporations, which are central unifying organi- 
sations. Above all, supervising the working of the whole economic hierarchy, 
is the Council of Corporations, with Mussolini as President. 

Under fascism there is close co-operation between Government and the 
business world. As an economic system fascism may be described as a 
compromise between individualism and socialism. It is neither of the two 
completely, but it is something of both in parts. 

Labour is a social duty in Italy and strikes and lock-outs are illegal. 
The Labour Court is the organ through which the State settles labour disputes. 

Socialist Planning. The chief features of socialist planning are the 
following. The State owns and controls the means of production, including 
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land, and in consequence, the decision as to the quantity and quality of 
goods: to be produced rests with the State or the planning machinery of 
the Stale. Competition is the chief regulator in the capitalist world, and 
the hope of profit its chief 'driving force. In a socialist economy the place 
Oi coiBpelition is taken by deliberate selection. 

Those who plan production and those who direct the execution of 
the plan in a socialist economy must be men' of the highest intelligence and. 
character. Corruption and inefficiency in the socialist bureaucracy and 
impatience and jack of faith in the general public would be fatal to the. 
success of socialist planning. 

Economic planning is not patch-work. It must be comprehensive, 
embracing all fields of economic activity, the whole of production and the 
whole of distribution. 

Economic planning cannot be sectional because economic life is not 
sectional. The various aspects of our economic life are so closely intertwined 
that a national plan of reconstruction carmot neglect any without deforming 
the whole structure. 

Socialist planned economy is of a unitary character. In the domain of 
industry attention is concentrated on machine-making and development of the 
sources of power. In agriculture collective farming with power-driven 
appliances is the distinguishing feature. Production is on a large scale, or 
economic planning in the socialist State is on the basis of the machine, whether 
in agriculture or industries. 


Chapter XVII.— Currency and Exchange, Page 415 

/835-/S93. Before 1835 a great variety of gold and silver coins 
circulated in different parts of the country. No less than 27 varieties of 
rupees were current in Bengal. The circulation of several denominations of 
coins, whose value was constantly fluctuating, caused great inconvenience to 
the trading community. In 1835 the East India Co. made the silver rupee 
of 180 grains troy weight, 11/12 fine, the standard throughout British 
India, 

In the same year, by the same Act, gold ceased to be legal tender. 
The coinage of gold, however, contbued, and by a proclamation issued in 
1841 public treasuries were authorised to receive gold coins. Gold tended 
to accumulate in public treasuries, and the proclamation of 1841 had to be 
withdrawn in 1852. 

The fall in the price of gold consequent upon the discoveries of gold 
in Australia and California in 1 849 increased the demand for a gold currency. 
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Sir ■ Charles T revelyao supported ■ this ■ demand. The Secretary of ■ Stale, 
however, was not in favour of making the sovereign legal tender, but he per- 
mitted public treasuries in 1864 to receive and pay out^ sovereigns and half 
sovereigns for ten and five rupees respectively; the rate was raised to RsJO-8 
and Rs. 5-4 in 1868. Soon after the price of silver began to fall and the 
controversy regarding the introduction of a gold currency ended. 

The fail in the price of silver was probably due to the appreciation of 
gold— gold production between 1873 and 1893 declined, while the demand 
for gold for industrial and monetary purposes increased. The fall in the gold 
value of the rupee (i) increased the burden of the Home Charges, (ri) 
tended to check the investment of foreign capital in India, (Hi) lowered the 
gold value of the salaries, paid in rupees, of the European employees of 
the Government, and (iv) made foreign trade a gamble in exchange. 

The fall in the gold value of the rupee, by itself, should have subsidized 
exports and penalised imports. But between 1873 and 1895 imports 
increased more rapidly than exports. This was due to the heavy fall in gold 
prices in this period, 

/893-/923. Attempts to stabilize the price of silver by international 
agreements having failed, the Government of India, on the advice of the 
Herschell Committee, closed the mints to the free coinage of silver in 1 893. 
The idea was to raise exchange to 16d. and to stabilize it at that rate 
by ‘starving the circulation.’ After falling to 12 5/8d. in January 1895 
exchange gradually rose to about 16d. in 1898. The Fowler Committee 
re-examined the whole question in 1898. It recommended the adoption by 
India of the gold standard ‘with its normal accompaniment’ a gold currency. 
The sovereign was to be made legal tender at Rs. 1 5 and a mint was to be 
opened in India for the coinage of gold. Profits on rupee coinage were to 
be credited to a special reserve, called the Gold Standard Reserve, which 
was to be utilised for the maintenance of exchange. The Fowler Committee 
rejected Mr. Lindsay’s plan, the Gold Excange Standard. 

Eventually, while the sovereign was made legal tender, no gold mint 
was established. Our currency system developed along the lines of the gold 
exchange system between 1907 and 1914. 

An exchange crisis occurred in 1907-08 and in November of that 
year exchange fell below specie point. Exchange improved as soon as 
Government began to sell sterling bills on London and gave gold for export. 
Very little gold came out of ciculation for export in the crisis. The chief 
lesson taught by the crisis was that for the maintenance of exchange it "was 
essential to maintain a strong gold reserve and to know how to use it; gold in 
circulation was of little use for the purpose. 

The Chamberlain Commission (1913) found that “It would not be 
to India’s advantage to encourage the use of gold in the internal circulation.” 
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They recommended that Government should make ^ a public notification of 
their intention to sell sterling bills in ■ India ■ at' 1 5 . 3 29/32 J. v/henever 
asked to do so to the full extent of their resources. , The stability of exchange 
was thus to be guaranteed. . ■ ■ 

The rise in the price of silver during the war put an end to the gold 
exchange system* The rupee ceased to be a token coin. The increase in 
the cost of production of rupees compelled the Secretary of State to raise 
the price of rupees, A contributory cause of the rise in exchange was the 
strong demand for rupees abroad owing to the heavy balances of trade in 
India’s favour. 

When a silver token ceases to he a token coin, it may be made a token 
coin again by (i) a reduction in the weight or fineness of its silver contents or 
(fz) raising its gold value. The Babington Smith Committee of 1919 recom- 
mended the latter course. Government attempted to stabilize the rupee at 
2s. gold in 1 920, and later at 2s. sterling. But the attempt failed, in spite 
of the sale of Reverse bills to the amount of £55,000,000 in 1920, sometimes 
at rates very much higher than the market rate. The fall in exchange in 
1920 was due to the heavy fall in the price of silver, as the rise during 
the war was due to the rise in the price of silver. A contributory cause 
of the fall was the adverse balance of trade in 1919-20 and 1920-21. 

Exchange continued to fall till 1922. It began to rise in 1923, and 
the average rate in the first 9 months of 1925 was 18d. gold. England 
returned to the gold standard in 1925. 

The Gold Bullion Standard. The chief feature of the gold bullion 
standard (recommended by the Hilton Young Commission of 1925) is the 
convertibility of token money directly into gold bullion for all purposes — 
in theory. In actual practice the rupee will be convertible into gold for 
export only. The rates for the sale of gold by the Reserve Bank v/ill be 
so fixed as to make it unprofitable to demand gold from the Bank except 
for monetary purposes. If the exchanges are stable, the Reserve Bank will 
not be called upon either to buy or to sell gold. In fact, the gold reserves 
of a Central bank are not meant to satisfy the non-monetary demand for 
gold. 

High currency authorities of the country submitted a Memorandum to the 
Hilton Young Commission in which they drew attention to the main defects 
of the pre-war currency and exchange system. Some of these defects were 
removable: (i) the rupee was linked to sterling only and the system ceased 
to be a gold exchange system as soon as sterling depreciated, (it) Govern- 
ment were under no statutory obligation to sell gold or gold exchange at 
a fixed rate at a time of exchange weakness, and (iii) the currency and 
banking reserves were controlled by different authorities. But there were two 
other defects which could be remedied only by the adoption of tlie gold bullion 
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or the gold curiency standard: (I) the gold exchange system breaks down 
when the price of silver rises above the bullion par of the rupee, and (2) 
rupee circulation was not automatically reduced when Reverse bills were sold, 
but such decrease depended .on ■ the action of Government. It was argued 
in the Memorandum that the gold bullion standard was the ideal system, but 
that in India a full legal tender metallic currency was indispensable: ‘‘If 
therefore a gold currency is not introduced, defects in the Indian currency and 
exchange system must remain indefinitely/’ A practical scheme for the 
introduction of a gold currency standard by stages was outlined in the Memo- 
randum. But the scheme was rejected by the Hilton Young Commission. 

The 1 8d. C old Rate, The Hilton Y oung Commission recommended the 
fixation of exchange at 18d. gold. The recommendation was given effect to 
in 1927. But, as is quite evident now, the rupee was considerably over- 
valued at this rate. 

It is true that the gold value of Rs. 1 500 at 1 6d. gold per rupee 
is equal to the gold value of Rs. 1333 at 18d. gold. But all values for 
the cultivator are not gold values (e.g., the price of bullocks, the water-rates 
and the land revenue, payment for the services of villiage menials). The 
extra Rs. 1 67 mean greater purchasing power for the cultivator. 

It was thought that at I8d. gold Indian prices and costs had become 
adjusted to world prices and costs. That was the main argument of the 
Hilton Young Commission. But the Commission made no study of price 
fluctuations in the case of individual commodities. The Commission con- 
fined their examination to a study of index numbers of prices. Their exa- 
mination showed diat “ from October 1924 to September 1925 there was 
a rapid and violent downward movement of the rupee price level which was 
not the reflection of any similar movement in world prices.” But world 
gold prices did not remain stationary during this period. Prices in the 
United States in Sept. 1925 were the same as in January. But in 12 
countries of Europe (including the United Kingdom) out of 14 there was 
a fall in gold prices. The explanation of the fall is ‘increasing economic 
stagnation in most of the European countries ’ in contrast to the favourable 
conjuncture in the United States. Prices had been rising in 1924, and the 
rise was partly speculative. The fall of prices in 1925 was in some measure 
due to the reaction against inflated prices, and mainly to increased production. 

The downward movement of Indian prices was in sympathy with the 
world gold prices* In these circumstances all talk of adjustment of rupee 
prices to the 1 8d. gold rate was meaningless. 

Prices continued to fall after 1925, and the astonishing thing is that 
when we left the gold standard on Sept. 21, 1931, there was no rise of 
prices corresponding to the depreciation of the rupee in terms of gold. Prices 
did rise at first, but they fell again. 
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. It IS . admitted that England's return to the gold standard in 1925 was 
.a mistake. We made a greater mistake in stabilizing the rupee at a rate higher 
than our pre-war gold parity. ■ 

At present India is under the sterling exchange standard, which will 
be turned into the gold exchange standard (or the gold bullion standard) 
when England returns to gold. 

The £ is certain to be devalued. But it does not follow that devalu- 
ation that suits England must suit India. In currency matters we have been 
slavishly following England during the past 1 5 years. We have no currency 
policy of our own. 

The Demand far the }6d, Ratia* The Government are determined 
to maintain the 16d. ratio. According to a Government communique (Dec. 
16, 1938), ‘a lowering in the ratio would do no good to any body except 
the moneyed and speculative interests.* 

More fully, the official arguments against the lowering of the exchange 
ratio are the following: 

( 1 ) It is far from certain that the currencies of the world have been so 

stabilized as to justify the proposed step. 

It is not suggested that the rupee should be immediately stabilized in 
relation to gold at 16d. (=4*27 grains of gold) ; world political and 
economic conditions are not stable enough to justify devaluation of the rupee 
in this sense. But there is nothing in the prevailing instability, whether 
political or economic, to prevent us from lowering the sterling value of the 
rupee, if such a course is otherwise considered desirable or necessary. 

(2) It is doubtful whether devaluation would stimulate exports, or 

raise the prices of agricultural produce. 

Assuming that prices remain as they are, a lower rate of exchange 
means a higher value in rupees for the same quantity of goods sold abroad. 
Unless other countries raise their tariff walls against us, a lower ratio would 
therefore tend to stimulate exports and increase our power of international 
competition. 

(3) The immediate prejudicial results are certain, viz.: 

(a) The consumer will suffer from a rise in the prices of imported 
goods, particularly cloth. 

The sufferers will chiefly be town-dwellers and the middle-classes. 
People in villages do not largely consume imported goods. In regard to 
cloth, imports are of very little importance— they arc about 10 per cent 
of the total consumption of cloth. 

(h) sterling liabilities will increase, in the case of the Punjab by 
7 lakhs of rupees. 

Assuming that the present value of exports from the Punjab is 
£9,000,000 (it is probably more than this), and assuming that sterling 
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prices^ remain unchanged, the 16d. ratio would mean a gain of 150 lakhs 
to the Punjak, A great part of this increase would flow , into ' the pockets 
•of the cultivators. In any case the gain of the Punjab cultivator from 
-a lower ratio would far exceed the loss to the Punjab Government. The 
same is , true, of the country generally. 

,;:(c) :' There would be much . speculation. in exchange with ' conseciueiit 
harm to trade and industry. 

There is doubt and uncertainty about exchange now . Gold exports 
are dwindling and unless exports of merchandise increase miraculously it 
would be difficult to maintain the present rate, except by adding to the sterling 
debt and the dissipation of reserves. It would be better to end doubt and 
uncertainty by lowering exchange. Speculators would be active temporarily, 
but once exchange has been stabilized at 16d., normal conditions would be 
restored. 

It cannot be denied that the rupee is over-valued. Present stability is 
spurious stability. 

The i 6d. ratio would increase the burden of the Home Charges by 
about 7 crores* The gain to the country would far exceed that sum, but 
the Government of India are naturally more concerned about their own loss. 

An attempt should be made to reduce the Home Charges so that 
reversion to 1 6d. does not add much to their cost. 

Attention may also be drawn to the action taken by certain countries. 
Australia and New Zealand have kept their exchanges about 20 per cent 
below sterling level and the French Franc stands lower today (1 77 to the £) 
than it did before England went off the gold standard 124 (to the £). 


Chapter XVIIL— Banking, Page 476 

The Indian money market consists of indigenous as well as foreign 
elements. The village money lender, the private banker in towns and shroffs 
in the Presidency towns form the foundation of the Indian credit system. 
On this foundation there has been erected a Western superstructure of credit, 
credit. 

The Exchange Banks finance our export and import trade, besides doing 
ordinary banking business. They collect on maturity the bills drawn on 
Indian importers for goods purchased by them. With the proceeds of these 
bills and the deposits received by them in India* the Exchange Banks purchase 
the exporters* bills offered to them. They add to their funds by selling sterling 
to the Government 
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The growth if , Indian joint-stock banks has been rapid. But still the 
number of banks is inadequate for our needs. 

The joint-stock banks used to keep very small cash reserves. The 
crisis of 191 3 was due to lack of experience and partly to the attempt to 
finance industries with short-term deposits. 

Directors of Indian banks have yet to learn that banks exist to ■ assist 
trade and industry and not to finance the Directors and their concerns. 

The village mahajan finances (i) agricultural operations, which is 
financing industry and (n) trade, which is a commercial function. Hundis 
are used in the internal trade of India. A considerable portion of the 
business of Indian banks consists in making advances against Hundis, The 
shroffs in the Presidency towns purchase Hundis on their own account. 

The Reserve Ban^, Before the constitution of the Reserve Bank the 
Imperial Bank of India served as a kind of central bank The Imperial 
Bank was founded in 1921 by amalgamating the three Presidency Banks. 

The Reserve Bank commenced operations from 1st April 1935. The 
Bank is a shareholders* bank (the country would have preferred a State Bank), 
with a share capital of 5 crores, divided into fully paid-up shares of Rs. 1 00 
each. The Central Board consists of a Governor and 2 Deputy Governors 
appointed by the Governor General in Council, 4 Directors nominated by 
the Governor General in Council, 8 Directors elected on behalf of the share- 
holders, and one Government official nominated by the Governor General in 
Council. 

The Bank may purchase, sell and re-discount bills of exchange and 
promissory notes (a) drawn and payable in India, maturing within 90 
days and arising out of horn fide commercial or trade transaction, (b) drawn 
and payable in India, maturing within 9 months, drawn or issued for the 
purpose of financing seasonal agricultural operations or the marketing of crops, 
and (c) drawn and payable in India, issued or drawn for the purpose of 
holding or trading m the securities of the Government of India, or a local 
Government, or specified securities of States. In each case one of the 
signatures must be that of a * scheduled * bank. 

The Bank may not (1) engage in trade or otherwise have a direct 
interest in any ccHumercial, industrial or other undertaking, (2) purchase 
its own shares or the shares of any other bank or company or grant loans 
upon the security of any such shares, (3) advance money on mortgage of 
immovable property, (4) make unsecured loans or advances, (5) draw or 
accept bills payable otherwise than on demand, and (6) allow interest on 
deposits or current accounts. 

The Bank has been entrusted with the management of public debt and 
with the issue of new loans. It has taken over the note issue from the 
Government of India. The Issue Department is wholly distinct from the 


SUMMARY 


Banking Department. Of the total amount of assets of. the Issue Depart- 
ment, 40 per cent shall consist of gold coin, gold bullion or sterling securities., 
Of the assets in the form of gold or gold coin, 85 per cent shall be held in 
British India. The reserve requirements may be suspended temporarily on 
the: payment of a tax, by the Bank upon the amount by which the -holding of 
gold coin, gold bullion and sterling securities is reduced below the prescribed 
minimum... . 

Every * scheduled ’ bank shall maintain with the Reserve Bank a 
balance the amount of which shall not any day be less than 5 per cent of 
its demand liabilities and 2 per cent of its time liabilities in India. As a 
compensation for this obligation imposed on * scheduled ’ banks, the Reserve 
Bank will rediscount bills of exchange and promissory notes only for the 
‘ scheduled * banks. 

The Bank will ordinarily only rediscount bills and promissory notes, but 
the power of direct discount, or open market operations, has not been 
withheld from it. 

The rediscount facilities which the Bank provides are expected to 
impart a considerable measure of elesticity to the Indian credit system. In 
addition, the Bank is authorised to make loans and advances repayable on 
demand, or, within 90 days against the security of promissory notes of any 
‘ scheduled ’ bank or provincial co-operative bank on certain conditions. 

Indian joint-stock banks hold comparatively a small amount of bills. 
To encourage the use of bills the Banking Enquiry Committee recommended, 
among other things, a lowering of the stamp duty on bills, and standardiza- 
tion of customs governing the Hundis. 

In regard to exchange, section 40 of the Reserve Bank Act imposes 
an obligation on the Reserve Bank to sell sterling at a rate not below Is. 
5 49/64d. per rupee. It is the duty of the Reserve Bank to prevent 
exchange from falling below the lower specie point 

Industrial Bmk^g* In European countries there is a close relation 
between banks and industries. In India there are no industrial banks at 
all; the commerciaT banks do not provide finance for block capital, as a 
rule they finance trade. The banks do not possess technical knowledge 
necessary for valuing the assets of an industrial concern, and with their short- 
term deposits it is difficult for them to finance long-term industrial require- 
ments. The Central Banking Enquiry Committee recommended the esta- 
blishment in each province of a Provincial Industrial Corporation, with 
capital initially or permanently supplied by the Provincial Government. An 
all-India Corporation was also to be established to co-ordinate the work of 
Provincial Industrial Corporations. 

Industries are at present largely financed through the managing agency 
system. The managing agents raise capital from their friends and pthers, 
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■attract ' private deposits and take loans and cash credits froni' banks. In 
certain Provinces the system has worked well, but it is not free from defects. 
The ■ Banking ^ Enquiry Committee suggested that direct relations should be 
established bet^veen industrial companies and commercial banks. 

■ External capital. No precise figures are available showing the total 
amount of foreign capital invested in India. The paid-up capital of 
companies registered outside India but working in India in 1934-35 was 
£586,000,000. Probably the total amount of foreign capital Tn India 
exceeds 1000 crores of rupees. 

Under the existing political and economic conditions foreign capital 
cannot be kept out. The present policy is to make no discrimination between 
Indian and forign capital except when Government grants concessions to an 
industry; when definite pecuniaiy assistance, such as a bounty is granted to 
any particular undertaking, it is required that ( 1 ) reasonable facilities should 
be provided for the training of Indians, and (2) in the case of a public 
company, that (i) it should be formed and registered under the Indian 
Companies Act of 1913, (ii) it should have a rupee capital, and (iii) a 
certain proportion of the Directors must be Indian. 


Chapter XIX. — ^Agricultural Credit, Page 500 

The establishment of agricultural banks was recommended by the Famine 
Commission of 1 90 1 . The sow car tended to grossly abuse his power. 

The Co-operative Credit Societies Act was passed in 1 904 and amended 
in 1912. The amended Act covered Co-operative societies established for 
production, distribution or other objects (f.e., non-credit societies), divided 
societies into those with limited and those with unlimited liability (agricultural 
societies as a general rule were to be with unlimited liability), permitted certain 
unlimited societies to distribute profits and made provision for the higher finance 
•of the movement 

Our first registrar sought to promote two types of societies, the ‘money- 
'deposit type ’ which had no share capital but operated with fixed deposits, 
.and the ‘ Mianwali type,’ whose capital was raised by grain subscriptions. 
Both these types had eventually to be discarded. The type of society which 
became popular in the Punjab was one adapted from the Italian system: 
members become shareholders by payment of 10 compulsory annual instal- 
ments. No dividends are declared for 10 years when three-quarters of the 
profits are divided among the shareholders, the remaining fourth being trans- 
ferred to the reserve fund. 

Since 1 904 the co-operative movement has made remarkable progress in 


XXXIV 



SUMMARY 


the. Pub jab and India as a whole, but,: so far,.. co«-operation has touched 
only the fringe of the problem of indebtedness. 

The Punjab leads the major Provinces, . but even in the , Punjab about 
14. per cent of the rural population is affected by the .co-operative movement. 

Total loans and loan per: member in the Punjab fell from 237 lakhs 
and Rs. 57 respectively: in I ^ lakhs and Rs. 1 6 in 1932-33 ; 

In '1936-37 there was an increase in total loans to 97 lakhs: and in loan 
per member to Rs. 19. These figures suggest that even co-operators are' 
compelled to borrow from the.'mahajan. 

Very useful work is being done by, the co-operative department .in the 
consolidation of holdings. The total area consolidated in the whole Pro^ 
vince up to 31st July 1937 was about 800,000 acr^ The advantages of 
consolidation are recognized and there is .a brisk demand for consolidation 
even in villages where no propaganda has been carried on.. 

The Punjab possesses 12 land mortgage banks, but their work lias 
come to a standstill, * their . 0 B:ly activities being the collection of their dues.* 
Unless, ■’ says::,the Registrar, the rise in values comes soon, the banks may 
have to face ■considerable losses.** 

.•The chief objects of land : mortgage banks' are (1) the redemption 
of land and houses of agriculturists, and the liquidation of old debts, (2) 
the improvement of land and methods of cultivation and the building of 
houses of agriculturists, and (3) the purchase of land in special cases. 

Loans are granted for longer periods and of larger amounts than those 
made by ordinary co-operative credit societies. 

In the case of land mortgage banks, as in that of ordinary credit 
societies, the problem of overdues is a serious one. The Reserve Bank 
insists on separating irrecoverable or frozen debt from the new business of 
societies. But co-operative societies are still waiting,' for ^ the small turn 
of the wheel ’ which would enable borrowers to repay partially or in full 
what are regarded as ‘ bad debts.* 

Reserve Ban!^ Report on Agricultural Credit. A special department 
of the Reserve Bank is concerned with rural credit. A valuable report 
issued by this department in 1937 discussed the financing of agriculture. 
Drawing attention to the crushing burden of rural debt, the Report suggested 
that the debt must be reduced either in respect of the capital amount or 
the rate of interest, or both. Government should come to the :. assistance of 
both the debtor and the creditor. If the voluntary adjustment of capital 
and interest is supplemented by some form of direct or indirect Government 
assistance as regards payment, creditors generally will be prepared to accept 
very considerable reductions. 

The Report made it clear that agricultural paper which represented the 
renewal of bad loans, coming through co-operative banks, would not be 


XXXV 



INDIA BEFORE AND SINCE TrtE CRISIS 


discounted by the Reserre Bank. Agricultural' 'debts must be so reduced 
that the agriculturist can pay them out of the profits of agriculture within, 
say, 20 years. The irrecoverable portion will have to be written off* 

The following suggestions were made in the Report as to how 
co-operative societies should work in the future: (1) loans must be limited 
to cultivation finance, (2) there should be no over-financing or over-lending, 

(3) Loans which cannot be repaid in one year (e*g.» for replacement of 
cattle) should not extend to say more than two years, and provision should be 
made for their repayment in equal instalments, (4) all loans must be issued 
in instalments as money is required, not in one lump sum, (5) immediate 
steps must be taken to recover loans due, unless there is a crop failure* 

Farm Relief in Other Countries, In India generally, and particularly 
in the Punjab, attempts arc being made to relieve agricultural indebtedness 
without spending a pie of Government money, or almost wholly at the cost 
of the creditor. In other countries ‘the plans for the adjustment of debts 
have involved the Governments in financial operations often on a large scale*. 

Sig, Costanzo divides the States into three groups: ( 1 ) States that 
have taken radical measures aiming directly at relieving the farmers from the 
burden of tbeir debts, (2) States that have endeavoured to assist debtois 
without affecting the interests of creditors, and (3) States that have helped 
the debtors mainly by indirect means without violating the principle of respect 
for obligations incurred. 

Radical measures * have usually had results contrary to what was hoped 
from them.* Sig. Costanzo concludes that the results of drastic public 
interference in debtor and creditor relations are ^ regrettable;* it is advisable 
to assist debtors * without too greatly sacrificing the creditors *. He also 
ccmsiders it essential * to go to the root of the evil *, that is to raise agricultural 
prices to a remunerative level. 

The following is a summary of measures of farm relief in different 
countries: 

I. Reduction in capital debts (Bulgaria, Rumania, Yugoslavia, Brazil). 

(2) Reduction in interest .(Germany, Italy, Switzerland and other 
countries). 

( 3 ) Postponement of debts (Poland and many countries) . 

(4) Conversion of short-term into long-term debts (Italy, Estonia and 
other countries). 

(5) Pasnnent by instalments spread over a long term of years (many 
countries). 

(6) Protection against distraint (Grmany and other countries). 

(7) State assistance in the from of loans (Italy, Denmark, Sweden 
Loatvia, South Africa, Australia, United States) . 

The Union of South Africa spent £33,000,000, on farm relief (w’-hich 
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lEcIudecl the writing off the loans' due by farmers to Co-operative credit 
societies),. The Government of the United States spent much more. The 
Federal Land Banks in the United States issued farm loan bonds for the 
purpose of making new loans^ or for purchasing mortgages, or for exchanging 
bonds for mortgages. Considerable sums of money were further provided by 
the State for re-financing any indebtedness of the farmer, for enabling him 
to redeem farm property, and other purposes. 

In the Bhavnagar State, the State lent money at 4 per cent to the 
cultivators to enable them to pay off the debts settled by Conciliation 
Boards. 

The Central Banking Enquiry Committee suggested the following 
scheme for dealing with indebtedness: 

( 1 ) Debt reduction on a voluntary basis, the reduced amount to 

be paid in cash in a lump sum or by equated payments 

spread over a number of years. 

(2) Co-operative credit societies to be utilized as the agency for 

the payment to the leader of the settled debt. 

(3) The outstanding part of the settled debt to be treated as a 

deposit by the lender with the co-operative society, which 

will be paid to him in settled annual instalments. 

(4) Government to assist co-operative sexieties with necessary funds 

for payment of the settled amount in cash. 

(5) In cases where a society is subjected to loss on account of 

the failure of the borrower to pay his instalments, the 
Government should come to the assistance of the society. 

Relief from indebtedness is only one aspect of the problem of farm 
relief. The small land-holder deserves relief from the heavy burden of taxa- 
tion and the tenant cultivator from the heavy exactions of the non-working 
landlord. 


Chapter XX. — ^Agrarian legislation of the Punjab 
Government, Page 533 

This comprises the following Acts: 

Regulation of Accounts Act 1930. Under this Act it is the duty 
of the creditor to record and maintain accounts in the manner 
prescribed by Government. 

The Relief of Indebtedness Act, 1934. This Act (i) simplifies 
insolvency procedure, (ii) prescribes the maximum rates of 
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interest (on secured loans 12 per cent simple mterest, and 
on unsecured loans 18% per cent simple mterest), (iii) 
makes provision for the setting up of ' Debt ■Conciliation 
Boards, (iv) applies the principle of damdupal to agricultural 
loans. 

Debtors' Prateciion Act, 1936. Under this Act the Deputy 
Commissioner is to determine how much of the land of a 
judgment debtor is to be attached and alienated and for 
what period, not exceeding 20 years. 

The Punjab Agricultural Produce Marketing Act, 1938. This 
Act will create regulated markets for the sale of agricultural 
produce in which only licensed brokers, weighmen, measurers, 
surveyors, warehousemen and others will be allowed to work. 
Every market will be administered by a market committee. 
Two-thirds of the members of a market committee will be 
selected by the growers of the district. 

Marketing legislation was long over-due. This is on account of the 
multiplicity of marketing functionaries and the unregulated state of their 
charges. The marketing charges are, arhat, dalali, k<^^da (excess weight 
deliverable by the seller), palledari, dharmda (for charity), and other 
miscellaneous payments such as bazar chaudhru shagirdi, batta, mudd at etc. 

In other parts of India regulated markets have been established under the 
Bombay Cotton Markets Act, 1927 and Hyderabad Agricultural Markets 
Act, 1929-30. 

The * Golden Bills* This term is applied in official circles in the 
Punjab to four agrarian measures which have been placed on the Statute 
book; 

(1) Amendment II to the Alienation of Land Act, 1901 declares 

benami transactions invalid. The person dispossessed can 
claim compensation for improvements, but not exceeding the 
value of the originaT transaction. 

(2) Amendment III to the Alienation of Land Act prevents the 

acquisition of the land of the debtor by the zamindar creditor 
in satisfaction of his claim. 

(3) The Registration of Moneylenders* Act requires all money- 

lenders to get themselves registered and to hold a license. A 
license may be cancelled for a specified period for specific 
reasons of fraud or dishonesty. 

(4) The Restitution of Mortgaged Lands Act extinguishes 

mortgages effected before the commencement of the Aliena- 
tion of Land Act. 
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' The combined effect of these measures - will be to restrict the supply 
of credit from non-agricultural sources and to hasten' the process of ‘ swallow- 
ing up * of the smaller by the bigger agriculturists, 

statement : made by the -P Premier in the Assembly that 
in certain districts of the Punjab, .where there are, the biggest ■zamindars, the 
smaller fish are swallowing up the bigger fish is without foundation. . It is, in 
fact,' nonsensicaL, / ' V 

, The investigations made 'by -the Board of Economic Inquiry, Punjab, 
show that the expropriation of smaller owners is going- on unchecked. - Of 
course small owners will ' be found selling to small owners if . small owners are 
defined as those owing up to 100 or 300 acres of land. The . maio-rity of 
landlords in the Punjab own less than. 5 acres. 

Further light on the expropriation of small owners is thrown by the 
rapid increase, specially since : 1 930-31 , in transfers of land and by the increase 
in the percentage of the total area cultivated by tenants. 

By selling his holding the ’ small oTOer is set free for * employment 
elsewhere. ^ But this- ‘ employment elsewhere *' is , nowhere - to be found. 

' ' ' Landlordism, - For no particular services rendered to the land or his 
tenants, the landlord claims an excessive share in the produce of the land. 
Under existing conditions , the tenant works almost entirely for the benefit, of 
the landlord. . ^ 

, The landlord as an intermediary between the State and the tiller of 
the soil is largely a product of British rule. There were no such inter- 
mediaries under Akbar, and under the Sikhs, ‘the idea of a middleman, 
intercepting part of ' the collection was ' not for a moment entertained * 
(Steedman). 

The State having , called .useless intermediaries into existence, may, at 
least, limit their demands. - , 


Chapter XXL— Agrarian' Legislation, ■; other Provinces, 

Page 560 ^ 

The caste-socialism of the Punjab Government turns a blind eye to the 
exploitation of tenants by the non-working landlord; - But, as , an exploiter, 
the non-working landlord is a greater evil than the money-lender. 

Important legislation has been enacted in other- Provinces, particularly 
Bihar and U. P., to safeguard the rights of tenants. 

Bihar: The agrarian measures relating to the reform of the tenancy 
are: (1) The Bihar Tenancy (Amendment)' Act, 1937, (2) The 
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Chotta Nagpur Tenancy (Amendment) Act, 1938, (3) The Bihar 

Tenancy (Amendment) Act, 1938, (4) The Champaran Agrarian (Amend- 
ment) Act, 1938 and (5) The Bihar Restoration of Bakasht l^nds and 
Reduction of Arrears of Rent Act, 1938. The tenant has been granted 
considerable ^ relief through (a) rent reduction, (b) the acquisition of , un- 
restricted right of transfer of occupancy holdings, (c) the grant of complete 
immunity against arrest and detention in civil prison in execution of a decree 
for rent and (d) restoration under certain conditions of land sold for arrears 
of rent. 

United Provinces: A very comprehensive tenancy bill was mtroduced 
in the U. P. Assembly by Government in 1938. It contains provisions 
regarding sir (home-farm); devolution* transfer* extinction, merger, division 
and exchange of tenancies; determination and modification of rent; distraint; 
ejectment; arrears of revenue; and numerous other matters. According to 
landlords the bill would encourage tenants not to pay the rents due. The 
strongest opposition is to the clauses relating to sir. The bill seriously curtails 
the sir rights of landlords. Sir is a matter of considerable importance in 
U. P. It is not so important in the Punjab because landlords in the Punjab 
are not a distinct body, as in the United Provinces, from the body of tenant 
cultivators. 

Madras: The Madras Agricultural Relief Act* 1938, makes pro- 
vision for the scaling down of debts incurred before 1st Oct^I932, and 
also for the total remission of arrears of rent under certain conditions. 

Bombay: A Government bill of 1938 seeks to protect the interests 
of tenants as against landlords. A class of ‘ protected tenants ’ 
is to be created. The rent paid by such a tenant shall be * reasonable ’ ; 
facilities will also be given in regard to the payment of arrears of rent. As 
for tenants generally , it is proposed to abolish all cesses, taxes or other 
payments or services exacted by landlords other than the rent lawfully due. 


Chapter XXIL — ^Taxation. Page 577 

The taxable capacity of a people is found by deducting from their 
total income from all sources the minimum amount required for consumption, 
for replacing old capital, and for new additions of capital. Minimum 
consumption does not mean bare subsistence; it must be interpreted as con- 
sumption necessary for efficiency. 

It is almost impossible to make international comparisons of tax burdens, 
for the things we compare are not the same. In the case of England and 
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India, (i) economic organisations of the two countries are different, (ii) the 
systems of taxation are different, (iii) the levels of income and prosperity are 
not the same— and this vitally affects tax-bearing power.. Finally the burden 
of taxation also depends on such factors as (a) the objects on which the income 
of the State is largely spent and (b) whether the proceeds of taxation are spent 
m the country in which the taxes are raised or a considerable proportion is 
spent outside the country, as in the case of India. 

There is also a further difficulty in the case of India — -reliable data 
m the basis of which national income may be accurately estimated, do not 
exist. 

The Income'-tax* The substitution of the ‘ slab * for the * step * system 
is an important measure of reform. Under the ‘ slab * system the first slice 
of income, Rs. !,500 will be tax-free; on the next three successive slices of 
Rs. 3,500, 5,000 and 5,000 the rate of tax will be, respectively, 9 pies, 
15 pies and 2 annas per rupee. The balance will be taxed at lYz annas 
per rape©. As a result of the introduction of this system the percentage of 
income taken will rise gradually throughout the whole range of incomes taxed 
(not by steps as under the ‘ step * system) and the upper grades of income 
will pay a higher percentage of income as tax than under the ‘ step * system. 
In regard to the taxation of foreign income of residents in British India, 
the accrual basis has been substituted for the old remittance basis. 

Rural Taxation. tVaier-Raies. The canals are a source of con- 
siderable net revenue to the Punjab Government 

The water-rates are a fixed and inelastic charge. Under existing 
conditions the charge is excessively high. 

The water-rates are frankly levied as a tax. It is argued that not 
only those who take canal water (34 per cent of the population) but the 
rest of the population is entitled to benefit from the canals* But it does 
benefit from them. If the canals ceased to flow, no section of the population 
of the Punjab could escape serious injury. 

The charge for water is at present determined with reference to the 
financial needs of the Province, This is a wrong principle* The water 
rates must be related to the degree of profitableness of agriculture at the 
present time. 

The Land Repenue. Is the land revenue a tax or a rent? Indian 
rulers recognised the right of property in land. The land revenue under 
Hindu or Muhammadan Kings was not a rent paid to the State-Landlord 
but a tax. But as a tax it was so heavy as to be equal to an extreme rent. 
Our British rulers mistook it for rent. The Indian Taxation Enquiry Com- 
mittee (1924-25) rejected the theory of State Landlordism. 

The Taxation Enquiry Committee drew attention to the serious defects 
of the land revenue system: (f) the incidence of the land revenue on 


XL! 



INDIA BEFORE AND SINCE THE CRISIS 


different holdings varies greatly, '.( if) .there is no definite basis of .assessment: 
it may be ' rentals "or ‘ net assets ’, (in) the rentals may be customary, con- 
trolled or assumed:; the net assets may include or exclude the subsistence of 
the cultivator, (n?) viewed as a scheme of taxation, the land revenue ‘ is 
not only not progressive but actually tends in the opposite direction * ; (i?) 
only a very small proportion of the tax collected from the cultivator is used 
for rural development — in European countries the land tax is largely used 
for local purposes. 

The Taxation Enquiry Committee made two definite suggestions, (1) 
the standard rate of assessment should not exceed 25 per cent of ‘ annual 
value and (2) * annual value ’ was to be interpreted to mean ‘ the gross 
produce less cost of production, including the value of the labour actually 
expended by the farmer and his family on the holding, and the return for 
enterprise 

Land Revenue in the Punjab, In the Punjab the land revenue is 
treated, not as a tax on agricultural income but as the State’s share in the 
net profits of cultivation, or ‘ net assets Net assets are defined as land- 
lords ’ net assets, of which one-fourth is the State’s share. 

The calculation of the State’s share on the kind rent basis is as follows* 
From the total estimated value of the gross produce of an assessment circle 
(assumed to be held by landlords), first menials’ dues are deducted. Of 
what is left one-half is the landlords’ share. From the landlords* share two 
further deductions are made, half water-rates and half cost of seed (Lyallpur 
District). To what is left half land revenue, malz^ana and cesses are added 
(since these charges are paid half and half by landlord and tenent) . . The 
resulting sum is true landlords* net assets. The incidence per cultivated area 
is found by dividing the total land revenue (one-fourth of landlords’ net 
assets thus calculated) by the figure of cultivated area. 

According to law the average rate of incidence on the cultivated area 
shall not exceed the rate of incidence imposed at the last settlement by more 
than 25 per cent. 

The definition of net assets as landlords’ net assets assumes that peasant 
proprietors* net assets are identical with landlords* net assets. That would 
be so if the share left to tenants was sufficient to^defray the tenants’ cost of 
cultivation, including their wages and the normal return for enterprise. Under 
existing conditions this is emphatically not true. Peasant proprietors’ 
net assets are identical with the economic rent of land, but landlords’ net 
assets contain the tenants’ subsistence. Landlords’ net assets are therefore 
not the true economic rent of land. They contain a large element of loot 
and Government’s land revenue is a share of this loot. It is unjust to tax 
peasant proprietors at a rate derived from landlords’ net assets. 
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Net assets should' be defined as profits on direct cultivation. If net 
assets were so defined*, the peasant proprietor’s wages and normal return for 
enterprise would Have to be included in costs of cultivation. Costs would 
absorb about yS-SO per cent of the value of gross produce. The Lyallpur 
assessment shows that under the indirect definition of net assets the allowance 
for costs is 56 per cent of the value of gross produce. 

The Sliding Scale. Under the old system revenue rates were fixed 
in accordance with average prices of agricultural produce over a long period 
(the preceding 20 years) and it was assumed that there would be no large 
variation in prices throughout the period of the settlement. Under this 
system the peasant stood to gain when the average level of prices rose above 
the prices assumed for assessment purposes . 

The recent heavy fall of prices made the old system unworkable. For 
it was found that the average prices of the preceding 20 years were 55 per cent 
higher than actual prices at the recent assessment of the Lyaljlpur district. 

Under the sliding scale the standard demand is still calculated accord- 
ing to the assumed commutation prices which are much higher than actual 
prices, but remissions will be granted every year. In granting remissions 
three factors will be taken into account, (i) the percentage of the total 
matured area under each important crop, (r7) the average yield per acre 
of each of those crops, and (in) the commutation price assumed for each 
of those crops. From year to year there is not likely to be any material 
change in the first two factors and thus the amount of the remission will be 
solely determined by the percentage fall of prices as compared with the 
conpiutation prices. 

The sliding scale fully safeguards Government land revenue receipts. 
But it will work against the peasant proprietor. It is in fact a clever device 
for taxing the subsistence of the peasant proprietor while deceiving him with 
limitless paper remissions. The objections to the sliding scale from the point 
of view of the peasant proprietor are the following: (1) The sliding scale 
assumes that the zamindar always enjoys net assets, provided that the fall 
in prices is not exactly 100 per cent. But if the price of wheat, for example, 
fell by 80 per cent, would the cultivation of wheat show any net assets at 
all? (2) When prices fall heavily, net assets may wholly vanish. This is 
because costs never fall in the same proportion as prices. Government know 
it very well. The water-rates are never reduced according to the fall in 
prices. 

The result of the comparative inelasticity of costs is that net assets fall 
in a heavier proportion than prices. Unless remissions are granted according 
to the fall in net assets (i.e,, after taking the variation in costs into account), 
the sliding scale is no boon to the working peasant When prices fall, the 
peasant proprietor, after enjoying heavy remissions (according to the difference 
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between the commutation prices and actual prices) will ordinarily^ pay, sub- 
stantially more than 25 per cent of his net assets, and when prices fall 
heavily, he will pay more than 100 per cent of his net assets. 

Further, and this is the most important objection to the sliding scale, 
the calculation of the standard demand in the sliding scale is based, not 
on actual but prospective net assets. The sliding scale tears up the Govern- 
ment of India’s famous Resolution on Land Revenue Policy of 1902 as * a 
scrap of paper 


Chapter XXIIL — Indian Finance^ Pace 618 

The study of Indian finance since 1913-14 may be divided into three 
periods: (1) Pre-Reform, 1913-14 to 1920-21, (2) Reforms Period, 
1921-22 to 1935-36 and (3) Era of Provincial Autonomy since 1936-37, 

Pre-Reform Finance, This includes the War perioA Between 1913- 
14 and 1920-21 Indian revenue increased from 128 crores to 215 crores 
(68%) and expenditure from 124 crores to 241 crores (94%), 

There was little increase in land revenue receipts. But the Customs 
revenue increased from 1 1 1/3 crores to 32 crores and the yield of the 
Income-Tax from 3 crores to over 22 crores in this period. Military expendi- 
ture increased from about 30 crores to 87 crores. The greater part of 
the increase in military expenditure took place after the Great War had 
ended. 

Reforms Period^ 1 921 •‘22 to 1935-3S, The Mcmtague-Chelmsford 
Reforms led to important financial changes in the relations between 
the Centre and the Provinces, The divided heads of revenue and expendi- 
ture were abolished. Land revenue, irrigation, stamps and excise were made 
wholly Provincial and the income-tax wholly Imperial As a result of this 
change a large deficit in the Indian budget was anticipated. This was made 
good by Provincial contributions (983 lakhs in 1921-22), which were 
gradually reduced and finally abolished in 1928-29, 

The Reforms period began inauspickmsly. The deficits, in fact, had 
started much earlier, in 1918-19, and ended only with the year 1923-24. 
The deficits were met by the issue of fiduciary currency. A Retrenchment 
Committee appointed in 1 922 recommended heavy cuts in expenditure, and 
there were additions to taxation. A surplus was realised in 1923-24 and 
thereafter, till the advent of the trade depression, there were only minor 
change in the tax system. The financial situation before the trade depres- 
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sioa could be described as esiHUcntly satisfactory. Financial stability bad 
been attained in spite of heavy sacrifice of revenue on the part of the Govern^ 
meot of India (cotton excise 1 % crores, opium 1 Yz crorcs, import duty 
on machinery 85 lakhs* and Provincial Contributions about 10 crores). 

The effects of the trade depression were felt in the budgets for 1929-30 
and 1 930-3 1 ♦ but the full effects became apparent only at the end of Sept. 
1 93 1 ♦ when a supplementary budget* covering the whole year 1 932-33* and 
proposing heavy additions to the burden of taxation* had to be introduced. 
Financial stability was regamed and the budgets for 1933-34, 1934-35 and 
1935-36 were balanced with only minor changes in the tax system. 

Eta of Provincial Aionom^ since 1936-37* The financial situation 
again became * disquieting \ For 1936-37 a surplus of 205 lakhs was 
estimated* but the revised estimates showed a deficit of 197 lakhs. A deficit 
was anticipated also in 1937-38, The ‘disquieting’ factors were three: 
(i) the restriction of rural credit caused by indebtedness, (li) increase of silver 
imports at the cost of imports of goods subject to a higher rate of duty and 
(Hi) diminishing returns from the Customs tariff. Still the Finance Member 
saw no reason ‘ why the Niemeyer prognostications should not be realised in 
the long run*. The Niemeyer programme could be fulfilled by a modest 
addition to the resources of the Centre of Rs. 1 Yz to Rs, 1 % crores. This 
money was found by increasing the sugar excise and raising the import duty 
on silver from 2 annas to 7 annas per oz. 

The distribution of income-tax receipts under the Niemeyer Award 
began in 1937-38. There was no addition to tax-burdens in 1938-39. In 
the budget for 1939-40 increased revenue was obtained by doubling the 
import duty on raw cotton and the substitution of the ‘slab’ system for 
the ‘step’ system in income-taxation. 


Chapter XXIV.— Provincial Finance, Page 639 

Sir Otto Niemeyer reviewed ‘ the present and prospective budgetary 
position ’ of the Central and Provincial Governments before the inauguration 
of Provincial Autonomy. On the whole he took a favourable view of the 
financial situation. Given prudent management of finances, he thought that 
adequate arrangements could be made to meet the financial implications of 
the new constitution* 

Certain Provinces needed assistance. Irrespective of the allocation of 
taxes on income. Sir Otto recommended assistance to the Provinces amounting 
to 450 lakhs annually. The separation of Sind benefited Bombay to the 
extent of about 90 lakhs annual!}?'; by the separation of Orissa, Madras 
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.obtained ' annual relief ' amounting to 20 lakhs and Bibar about 8 
Further, Sir Otto recommended the cancellation of all debt contiacted with 
the Centre, prior to 1 st April 1 9 36, of the following Provinces : Bengal, 

■ Bihar, Assam, N.-W. F. P. and Orissa. In the case of G. P. about 
2 crores of pre-Reform debt was cancelled. The jute-producing Provinces 
were already receiving 50 per cent of the net produce of the Jute Export 
Duty. Sir Otto recommended an increase of 12J/2 in their share. 

The income-^T ax. Of the total receipts amounting to about 16 crores 
in 1936-3 7 from all forms of income-tax (including Corporation Tax) 
Sir Otto fixed 12 crores as the amount divisible between the Centre and 
the Provinces. Of this 6 crores is to go to the Provinces, but for five years 
the Centre may retain in any year out of the 50 per cent share of the 
divisible income-tax receipts the whole or such sum as is necessary to bring 
the 50 per cent share accruing to the Centre, together with any General 
Budget receipts from the Railways, up to 1 3 crores, whichever is less. The 
distribution of the income-tax among the Provinces has begun. 

The Punjab was gravely dissatisfied with the Niemeyer Award, The 
Punjab Government calculated that out of recent and immediate relief amount- 
ing to 822 lakhs, the share of the Punjab was 1*7 lakhs, or one-fifth of one 
per cent; out of a total relief estimated at 14,22 lakhs at the end of ten 
years, the Punjab would get 49*7 lakhs, or 3*5 per cent. 

The Punjab vigorously protested against the Award, but without avail 

Working of Provincial Autonomy). The general conclusions on the 
working of Provincial Autonomy may be summarised as follows: 

1. In a technical sense the aim of the Niemeyer Report and Award 
has been achieved. The state of chronic defecit in which certain Provinces 
had fallen has been ended; financial stability in the case of all Provinces 
attained; their resources have materially increased, and they have started 
their career as autonomous entities on an ‘ even keel I 

2. There is no major Province in which increased spending power is 
not being utilised for the expansion of constructive, nation-building activities. 
This is true both of the Congress and non-Congress Provinces. In every 
Province there is a keen desire to promote the well-being of the rural masses 
and to augment the sources of wealth-production in order to increase the 
income of the people. This task is being attempted in each Province within 
the limits of the resources of the Province. 

3. But very little has been done to reduce the burden of rural taxa- 
tion. The remissions in land revenue, where they have been granted, are 
inadequate. It is remarkable that in spite of the heavy fall of prices since 
1928-29, which has made cultivation over a large part of the country 
unprofitable, the total amount of land revenue realised in the Provinces at 
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the present lime is about' the same as in the pre-depression year 1928-29 
(o¥er 27 crores). 

^ to increase the income of the people by the 

improvement of agriculture and the marketing of agricultural produce deserves 
all praise, the main source of the agriculturist’s income is the prices at which 
his crops are sold, and prices are beyond the control of Provincial 
Governments. 

5. Cottage industries are being promoted in all Provinces, but they 
have little chance of survival in competition with machine industries. The 
development of factory industries depends on conditions determined by the 
Government of India. 

6. The problem of indebtedness of the peasantry remains unsolved. 
The action taken in certain Provinces, c.g. the Punjab, is tending to destroy 
the foundations of rural credit. 

7. There is no Province which could not usefully increase its 
expenditure on nation-building activities, in relieving indebtedness, and in 
reducing the burden of rural taxation. But no important new sources of 
revenue have been discovered. The main existing sources of Provincial 
revenues are largely rigid and inelastic. 

8. Expenditure, like revenue, is largely inelastic — the scope for 
retrenchments being very restricted. 

9. Democracy has both a pleasant and an unpleasant aspect. 
Provincial Autonomy in certain Provinces is a direct cause of growing 
communal tension. The cost of legislative bodies has materially increased. 
What the Provinces require is cheaper administration. So far as the good 
of the people is concerned, it is doubtful if the present Unionist or a future 
Congress Government in the Punjab, under the existing economic system, 
would be able to do more for the people in the next fifty or hundred years 
than what the irresponsible bureaucratic administration achieved in 30 years 
in pre-Re form days. The only satisfaction that we now have is that we 
are governing ourselves. But it is government under conditions which bar 
■real: progress.' v 
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INTRODUCTION 


Ten years ago, in the Introduction to Indian Economic Life, 
Past and Present, I wcote: 

“ Indian economics is a misleading term, and there would bej 
advantage in abandoning its use altogether. It was introduced by] 
writers who supposed that the principles of economics, &s they are] 
taught in the West, did not apply to Indian conditions. The) 
economic organisation of an agricultural country must be different 
from that of an industrial country, but the motives to economic aeti4 
vity are the same everywhere. If economics is a study of mankind 
in the ordineiry business of life, as it claims to be, and if the motives' 
which lead men to engage in the production of wealth in India are] 
the same as in Western countries, a study of facts of Indian economic! 
life cannot be expected to reveal the existence of entirely new laws' 
governing the production, exchange, distribution or consumption of! 
wealth. No such laws have been discovered. There is thus no: 
science of ‘ Indian economics ’ as apart from the science of general! 
economics. Indian economics is a study of Indian economic lifej 
(facts as Well as problems) in the light of our knowledge of the| 
general principles of economics ”. 

The term ‘Indian economics ’ is still used. But it is now 
generally recognised that ‘ Indian economics ’ is no separate science 
but a study of Indian economic facts and problems. It is thus a 
part of the study of Indian economic history. The present work 
is ‘ Indian economics ’ in this sense. ' 

A study of facts of Indian economy is of the greatest 
importance to us in our present stage of political and economic^ 
development. The constitutional changes have, in the provincial 
sphere, given considerable power to Indian Ministers, which they 
are expected to use to re-adjust the burden of taxation, increase 
national income and wealth, and raise the standard of living of the 
masses. 

Many of the problems which confront us are intricate. And 
very often it is necessary to study the world situation in order to 
understand economic changes in India. 

The world crisis of 1929 is a good example. The prices of 
food-drains and raw materials have fallen heavily, with disastrous 
effects on our whole economy. Why? Will prices rise again? 



And if so, will they remain stable at the pre-crisis level? Exports 
of wheat have declined heavily and exports of cotton are dwindling. 
Why? Is there hope of permanent recovery in exports? India 
was traditionally known as a sink of the precious metals, and we ’ 
imported gold on a considerable scale in the first thirty years of 
the present century. Why was the tide reversed in 1931, and 
why are we still exporting gold? Or consider the price of gold. 
From Rs. 21-4 per tola in August 1931 it has risen to more than 
Rs. 37. Why has the price of gold risen? Is it likely to rise 
further? Or will it fall to the old level? The question is of more 
thsin ordinary interest, for if there were good reasons to believe that 
in a few years gold will be selling in India at Rs. 21-4 again, great 
profit is to be made by selling gold now and buying it later at the 
lower price. 

Exchange is a technical subject but of vital importance to 
every Indian manufacturer and every Indian cultivator. An ex- 
change controversy is raging in the country. It is an old controversy, 
which started with the vmsuccessful attempt of the Government to 
fix exchange at 2s. gold in 1920. The 2s. gold rate and the 18d. 
gold rate have vanished, but the 18d, sterling rate is being msiintained 
with grim determination. Should exchange be lowered to 1 6d. ? 
Indian Chambers of Commerce are united in their demand for the 
I6d. ratio. The same demand has been put forward in the name 
of the Indian cultivator. But a communique issued by the Govern- 
ment of India on 16th December 1938 declared that a lowering in 
the ratio ‘ would no good to anybody except the moneyed and 
speculative interests in India ’ . . . Eight major provinces recently 
made a representation to the Government of India in favour of the 
lower ratio, but the Punjab kept aloof, on the ground, among 
others, that ‘ It is far from certain that the currencies of the world 
have been so stabilised as to justify the proposed step.’ Is the 
demand for a lower sterling ratio a demand for fixed devaluation 
of the rupee in terms of gold? Again, is it true that a lower 
exchange ratio would benefit no one except the Indian moneyed and ' 
speculative interests? Is it a matter of complete indifference to the 
cultivator whether he receives more or fewer rupees for the same 
amount of produce sold at the same sterling price? Are all values 
under the gold standard gold values and under the sterling standard 
sterling values? How far would the cultivator be hit by a rise in 
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the prices of imported goods? Would the foreign manufacturer be 
able to raise the price of his cloth by 125/2 PfiJ" under existing 
conditions of Indian mill competition, if exchange fell to 16d.? 

We may discuss the ratio question in the light of world ex- 
perience. Why did Australia and New Zealand depreciate their 
currency 20 per cent below sterling? Why is France maintaining 
her Franc at a level below that of 1928? Why is England main- 
taining the value of sterling in terms of the dollar below the pre-war 
level? Has our power of international competition increased so 
enormously since the crisis of 1929 that we may maintain our 
exchange at 125/2 per cent above the pre-war level? What is the 
besuring of mechanical and biological progress relating to agriculture 
in Western countries on our power of international competition? 

These are important questions having a connection with wealth 
production and wealth consumption in India. They deserve the 
attention of not only students and teachers of economics but members 
of legislative bodies and public leaders, whatever the political party 
to which they owe allegiance. 

Agrarian legislation of a highly controversial nature has been 
enacted in the Punjab, and in appraising it we are assisted by a study 
of mezisures of farm relief in other countries. 

In the Punjab, Government expects economists to advocate 
radical measures of farm relief, e.g. the complete cancellation of 
debts. A foreign writer, Sig. Costanzo, who has made a thorough 
study of debt legislation in different countries, reaches the conclusion 
that the results of drsistic public interference in debtor and creditor 
relations are ‘regrettable’ and a wiser course is to adopt measures 
‘that respect contractual obligations and protect the distressed debtor 
without too greatly sacrificing the creditors’. Which of the two is 
right, Sig. Costanzo, who speaks on the basis of world experience, 
©r the Punjab Government who, in their socialist (!) zeal, seem to 
have developed a supreme contempt for facts ? 

In regard to the rate of interest, is it possible to control it by 
merely passing decrees, the supply of and the demand for capital 
remaining unchanged ? Can fraud and dishonesty in money-lending 
transactions be checked by threats of the severest penalties? Or 
was the great comfliunist and friend and collaborator of Karl Marx, 

, Friedrich Engels, right when he said that the rate of interest would. 



all the other social conditions remaining unchanged, ‘continue to be 
governed by the economic laws to which it is subject today, despite 
all decrees ’. and that the only difference made by penalising decrees 
is that financiers are ‘ very careful to advance money only to persons 
from whom no subsequent court proceedings might be expected.’^ 
What would be the probable results, for the cultivator, of the 
destruction or weakening of the existing agencies of rural credit 
when neither the Government nor co-operative societies seem able or 
willing to meet all requirements of the rural borrower? 

Sometimes responsible Ministers of Government make not only 
misleading but actually incorrect statements. For example, the 
Premier of the Punjab informed the Punjab Assembly on July 8, 
1938 that statistics collected by Government in Shahpur, Jhang 
and Multan showed that big zamindars were gradually selling their 
land to small zamindars, thus reversing the old saying that big fish 
eat small fish ! The statement was greeted with applause, even when 
it was not only contrary to common sense, but in contradiction of 
the facts collected by Government. Such statements would be 
made with less confidence emd received more critically if the public 
were better informed. 

Land revenue is another technical subject the study of which 
has been entirely neglected by public leaders. The result is the 
framing of demands which Government can, without much difficulty, 
show to be wrong. For example, the demand has been put forward 
from many peasant platforms that laiid revenue be levied according 
to income-tax principles. Drawing their inspiration from this 
demand the Government Land Revenue Committee (Chairman Sir 
Malcolm Darling) phrased their first question thus : 

“ The assessment of income-tax is based on a yearZjj estimate 
of the net profits of every assessee. 

“ Is it practicable to estimate each year, and therefore each 
harvest, the net assets of each land revenue payer 

The answer, of course, is in the negative. What the peasant 
proprietor really wants is the abolition of land revenue and the 
taxation of agricultural mcome according to income-tax principles. 
‘Net assets ’ of land revenue and ‘ net income ’ of the income-tax 
are two different things. It is possible to replace the land revenue 

fT'/ie Homing Question, p. 38 (Martin Lawrence publishers). 
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by an agricultural iaconje-tas; it. is impossible to apply income-tax 
principles to ‘ net assets 

If the land revenue is not to be abolished, then the greatest 
importance attaches to a change in the definition of ‘net assets’. 
It is agziin the general ignorance of the public that enables Govern- 
ment to mislead the people. Government want no change. The 
present indirect definition of net assets suits non-working landlords 
who govern us. 

It is essential for peasant leaders in the Punjab Assembly and 
,-outside it to understand the difference between a direct and an indirect 
definition of ‘ net assets ’. It is all the difference between just and 
unjust tcixation of the worker. 

Not merely Punjab but all-India leaders would gain by a study 
of economic history, past and present, of India eind other coxmtries. 

In the preface to India Before the Crisis I said: ‘ Unfortunate- 
ly the gravity of the economic situation is not sufficiently realised 
either by officials or non-ofiici£ils. Our leaders would talk less 
about guT, charkha and khaddar if they had any perception of the 
gigcurtic forces released by scientific progress in recent years ’. 

What has been the fate of the charkha in competition with 
machinery in other countries? What has been our own experience 
during the past 100 years? India is rapidly becoming self-sufficient 
in regard to cotton cloth. Is this result due to the charkha or the 
progress of the mill industry ? Suppose we build our future economy 
on the bsisis of hand-power — Mahatma Gandhi is sincerely and 
irreconcilably opposed to machinery. Will it mean greater produc- 
tion of wealth, lower prices, and a higher standard of well-being 
for the masses? 

Unfortunately, English being the medium of instruction, no 
economics is taught in schools. Economics is not an ®cact science 
and, perhaps, considering the disagreement aunong the leading 
economists on such fundamental concepts as value, it is not a science 
at all. But it is a subject of profound interest to all those concerned 
with public affairs. 

A wide diffusion of economic knowledge through the medium 
of our own languages would not only bring enlightenment to the 
masses but serve as a powerful antidote to commimalism. For 
-economic laws work out their effects irrespective of distinctions of 
caste ot creed. ♦ 







THE POPULATION OF INDIA 

CHAPTER I 

AREA AND DISTRIBUTION 

India has an area of 1,809,000 sq. miles, of which British 
India covers 1,096,000 sq. miles and Indian States and Agencies 
712,000 sq. miles. The mean density of the whole of India in 
1931 was 195 (176 in lOZl and 174 in 1911), that of British 
India 246 and of States and Agencies 114. 

The population of India is about 353 millions (1931). This 
is a little more than one-sixth of the total estimated population of 
the world: 


Population OF the World (1931)\ 




Millions. 

Africa 


143-4 

America 


255-4 

Asia 


.. 1,105-4 

Europe , ■ . 


.. 510-4 

Oceania 


9-9 

World Total .. 


.. 2, 024-5 


Dr. Hutton in the Indian Census Report for 1931 gives 
1 ,850,000,000 as an estimate.^ But the League figure of about 
2,000 millions seems more reliable. 

Dr. Hutton thus refers to our present population. 

“ The population now even exceeds the latest estimate of the 
population of China, so that India now heads the lists of all the 
countries in the world in the number of her inhabitants.”® 

^Siaiistical Year-Boo^ of the League of Nations^ for 1932-33. 

2VoL h p. 5. 

sVol.I, p. 29. ' 
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It is doubtful whether we enjoy that distinction. The Census j; 
Commissioner relies on Prof. Willcox’s estimate (342 millions) of 
the population of the whole of China (including Tibet, Mongolia, 
Chinese Turkistan and Manchuria). The figure adopted by the 
Statistical Year-Book of the League of Nations is 450 millions, 
which is about 100 millions more than the population of India. 

In the notes to the population statistics it is fminted out that 
estimates of the population of China by competent authorities vary 
considerably. But according to the census reports of Chinese 
Provincial Governments in 1928 and 1929, completed by estimates 
made by the Ministry of the Interior and by the Geographical 
Society of Wachang, the population is about 453 millions, and ^ 
the estimates published by the Chinese Maritime Customs Service 
are higher still.^ If these official Chinese estimates are even 
approximately correct, China, of all countries, has, still thejargest , 

number of inhabitants. 



Density according to Administrative Divisions 

The mean density of population gives no idea of the actual 
distribution of population in a country. 

Among the major Provinces, Bengal has a density of 646 to 
the sq. mile, and Burma has only 63. Next to Bengal, in the 
order of density, comes the United Provinces with 456 persons to 
the sq. mile, closely followed by Bihar and Orissa with a density 
of 454. The thinly peopled provinces are Central Provinces surd 
Berar (density 155), Assam (157), the Bombay Presidency 
(177), and the North-West Frontier Province (179). The 
Pimjab has a density of 238 and Madras of 328 to the sq. mile 
(see Table 1). 

There are extreme variations in density in States and Agencies. 
Cochin State has 814 persrms to the sq. mile as compared 
with Jammu and Kashmir’s 43 and Beluchistan States’ 5. Among 
the larger States, the most daisely inhabited is Baroda (299 persons 
to the sq. mile) ; Mysore has a density of 224, Hyderabad 1 75, 
and Gwalior 134. 


^Siaiisiicd Year-Book of ihe League of Nations, 1932-33, p. 25. Note on Ckma. 
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Great variations in density are found even within these political 
divisions. In Bengal the Dacca Division has a mean density of 
935 persons, but Lohajang thana shows a rural density of over 
3(XX) per sq. mile, and the Mimshiganj sub-division has a mean 
density of 2,413. In a village of Cochin State there are actually 
4,000 persons to the sq. mile. 

In the Punjab, of the five political divisions, Multan has the 
lowest (160) and Lahore the highest density (481). Of 
the Districts, Dera Ghazi Khan has only 56 persons to the sq. mile 
as compared with Jullundur’s 713, Amritsar’s 711, and Lahore’s 

527. 

Density according to Natural Divisions 

Sir Edward Gait, the Census Commissioner for 191 1 , divided 
India into 1 6 Natural Divisions on the basis of rainfall. The state- 
ment given below shows the Natural Divisions in their order of 
density:— 



Density 
per sq, mile. 

Meaa annual 
rainfall in 
inches. 

I. 

Bengal 

534 

76 

II. 

Behar and United Provinces East 

526 

47 

III. 

Madras South-East 

386 

39 

IV. 

Malabar and Konkan 

382 

101 

V. 

United Provinces West, and 
Punjab East and North 

274 

54 

VI. 

Orissa and Madras Coast, North . * 

225 

50 

VII. 

The Deccan 

169 

30 

VIII. 

Gujrat . . . . 

153 

24 

IX. 

Central India East, Central Pro- 
vinces and Berar, and Chhota 
Nagpur 

136 

47 

X. 

Rajputana East and Central India 
West 

131 

25 

XI. 

Assam 

115 

92 

XII. 

Lower Burma 

80 

146 

XIII. 

The North-West Dry Area 

72 

10 

XIV. 

Upper Burma 

39 

48 

XV. 

Kashmere 

37 

24 

XVI. 

Baluchistan 

; 6 - : 

V & 
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It would have been interesting to learn how the population of 
India and density had varied according to Natural Divisions since 
191 1, but the Census Commissioner for 1921, thought it “un- 
necessary to present the statistics of India as a whole in any scheme 
of natural divisions,” and so also did the Census Commissioner for 
1931. 

This information is, however, available for the Provinces 
separately, and it is of great interest as showing the relative 
importance of the causes determining density in India. We shall 
take two examples, the United Provinces and the Punjab. 

In the United Provinces the natural division enjoying the 
heaviest rainfall is that called Himalayan West. It comprises the 
Districts of Dehra Dun, Nainital, Almora auid Garhwal. The 
normal annual rainfall, in inches, varies from 57‘81 (Garhwal) 
to 84'91 Dehra Dun. But the average density of this 
natural division is the lowest — 109 to the sq. mile. The explana- 
(tion lies in the configuration of the land. The districts are hilly,'' 
“!^land the percentage of culturable to total area is low ( 12‘7) . 

The natural division of heaviest density is Indo-Gangetic 
Plain, East, with 753 persons to the sq. mile. It comprises the 
districts of Benares, Jaunpur, Ghazipur, Ballia, and Azamgarh. 
The average annual rainfall exceeds 40 inches, and the proportion 
of culturable to total area is 84*6 per cent. This division can 
’ support more inhabitants than Himalayan West, though it has much 
less rainfall, because it is a plam. Indo-Gangetic Plain, West, has 
a density of 542, or less than that of the Eastern plain because it 
has less average annual rainfall, though it has a higher percentage 
of gross cultivated area which is irrigated (30*5 per cent as com- 
pared vdth 27*5 per cent for Indo-Gangetic Plain, East) . 

It is evident that rainfall alone does not determine density. 
Hills emd forests reduce die population in proportion to area. 
Where, however, there are no hills and forests and irrigation is not 
jvery important, density will be found to vary according to rainfall. 
The most densely populated regions of India are Cochin, Eastern 
Bengal, the north-east of the Unified Provinces and Bihar, sind they 
receive more rainf«fi thaja Wy odier part of India except Assam and 
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Southern Burma, where a considerable proportion of the area is 
covered with hills and forests.® 

Irrigation as a Factor Affecting Density 

As in the United Provinces, so in the Punjab the natural 
division with the lowest density (83) is Himalayan. This inclu- 
des Simla, where density is heavy (460) on account of the inclusion 
of a large urban area. The average rainfall received by the 
Himalayan division is over 62 inches. The North-west Dry Area 
supports 1 30 persons per sq. mile, while its annual average rainfall 
is only 9’3L 

The North-west Dry Area includes districts where density is 
heavy though the rainfall is scanty. This is due to irrigation. 

The influence of irrigation as a factor in determining density 
is shown by the fact that the district of Lyallpur, with an annual 
ramfali of 1 2 inches, has a density of 368 per square mile. In 189 ! , 
before irrigation started, Lyallpur had only 7 inhabitants to the 
square mile. The canals were opened in 1892 and by 1901 the 
district had a population of 187 to the square mile. The density 
rose to 272 in 191 1, 301 in 1921 and 368 in 1931. 

In those parts of the Punjab where crops mainly depend on 
the supply of water by artificial means (canal or well irrigation), 
rainfall has practically no effect in determining the incidence of the 

^ The most densely peopled tract in India, a ialu^ in the Cochia State with 1,9^ 
persons to the square mile, has the heaviest and most regular rainfall, and, conversely, the 
scantiest population is found in the almost rainless regions of Jaisalmer. The proverbs of 
the people confirm what appears to be the teaching of statistics. They say in Marwar, 
where emigration and the breaking up of families under the stress of famine have left a 
deep impression upon popular speech, — 

‘August’s here, no sound of thunder. 

Sky is clear, and weather fine: 

Wife! ’tis time for us to sunder. 

You to your folk, I to mine. ^ 

And this.^ is only one instance, no doubt a specially intimate and pathetic one, of 
countless apothegms on a subject which touches the very life of the Indian peasant- It 
is true that the relation between rainfall and population is not always so direct and 
tangible as in the thirsty steppes of Western Rajputana. In Burma the maximum density 
does not correspond with the most copious rainfall, and some of the wettest tracts ar© 
conspicuous for their scanty population,” (Census of Indta^ 1901 Report Vol. I, p, 3). 
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population on cultivation. This is well brought out by the 
following table . 


Districte with, over ,70 ' 

Incidence 




' per cent of matured 

on cultivat- 

Rainfall 

Canal 


crops irrigated ( 1 92 1 ) . 

ed area. 

Inches. 

Irrigation. 

irrigation. ■ 

Amritsar 

670 

24 

40 

30 

Muzaffargarh 

568 ' 

6 

53 

24 

Jliang 

482 

10 

58 

28 

■ Lahore 

472 

18 

56 

22 

, Gnjranwala 

443 

23 

' 55 

21 

Multan 

442 

7 

73 

14 

Montgomery 

430 

10 

'64 

23 

Lyallpur 

417 

13 

97 

1 

Shahpur 

365 

15 

64 

n 

It will be seen 

that the incidence does not vary as 

the rainfall. 

For example, the 

incidence 

is heavier in 

Muzaffargarh than in 

Jhang, though Jhang has more rainfall, £ind 

so on. The incidence 

is heavier in Amritsar than in 

Muzaffargarh, but not in any proper- 

tion to the rainfall in the two places. 



Where, however, irrigation is of less importance, the incidence 

on cultivation varies 

according to the rainfall. This 

is 'shown by 

the following table: 





Districts with less than 28 1 

>er cent of 

Incidence on 

Rainfall. 

Irrigation. 

matured crops irrigated (1921 ). 

cultivated area. 

Inches. 


Kangra 


984 

74 

20 

, Simla 


972 

63 

0 

Hoshiarpur . . 


831 

35 

11 

Gurdaspur 


652 

34 

28 

Rawalpindi . . 


538 

32 

2 

Ambala 


522 

32 

6 

Jhelum 


443 

26 

5 ■ 

Gurgaon 


407 

.25. 

17 

Rohtak 


398 

20 

27 

Attock 


340 

20 

9 

Mianwali 


361 

12 

12 

^ Hissar 


196 

16 

16 


The exceptional case of Hissar is explained by the fact that 
it lies on the border of Rajputana and the land of the district is 


of poor, sandy quality.® 

^Punjab Census Report 1921, p. cf. seq. 
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More recent figures, showing the relative importance of 
irrigation Md rainfall in determining density are given below — 



Mean 

Percentage 



density 

of irrigated 

Average 

.District. 

per sq. mile 

area on gross 

rainfall 


in 1931. 

cultivated 

in inches. 



area. 


Sialkot . , - . 

. . 622 

48 

31 -83 

Gurdaspur . . 

.. 526 

29 

34-41 

Hoshiarpur . . 

. . 475 

11 

29-90 

Gujrat 

. . 410 

45 

26-84 

Rawalpindi . . 

. . 314 

2 - 

37-17 

Jhelum 

195 

3 

26-90 

Montgomery 

. . 226 

95 

9-57 

Lyallpur 

. . 368 

96 

11-99 

Dera Ghazi Khan 

.. 56 

52 

5-67 


In Rawalpindi and Jhelum irrigation is of no importance and 
density is determined by rainfall, Sialkot Ccin support more 
inhabitants than Gurdaspur because it has a larger proportion of 
irrigated area, though less annual rctinfall than Gurdaspur, Dera 
Ghazi Khan is sparsely populated because it receives very little 
rainfall, and only a little more than half of the gross cultivated area 
is irrigated. 

Density OF Population IN Europe 

“In former times,” says Conrad, “the growth of numbers 
was chiefly determined by the productiveness of land. The growth 
of civilization, which implies mastery over nature in a higher degree, 
and the development of industry and trade, make it possible to 
become independent of agricultural conditions, and cause a heavy 
density of population also in places poorly endowed by nature. 
The great increase of population among modem civilized peoples is 
due to the growth of trade and industry.”^’ 

The growth of population in the leading countries of Europe 
in recent times has, as we shall see, been far more rapid than in 
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India. As regards density of population the following statement 
is instructive: — 


Density per Square Mile 

'■■'’India. •'East Pnmh, 'Sweden. ’ Westphalia. 

1872 148 1871 135 1871 440 1871 225 

1921 177 1919 150 1919 805 1919 575 


England & ■ Wales. F raace. 

1871 389 1872 177 

1921 650 1921 184 


Sweden. 

1872 23 

1920 36 


Spain.' 

1871 85 

1920 109 


The increase in density in the industrial districts of Germany 
may be contrasted with the almost stationary conditions in East 
Prussia. In England and Wales density per square mile increased 
by 260 in 50 years. In France the growth of numbers, for reasons 
which are well known, is very slow. The very considerable 
increase in the density of the population in certain parts of Germany 
and England and Wales is mainly due to the development of trade 
and industry in these countries. 

The Statistical Year-Book of the League of Nations for 
1932-33 gives the area in sq. kilometres and the population for 
different countries, from which density of population cem be easily 
calculated. As compared with India’s average density of 75 per 
sq. kilometre, Australia has a density of less than 1, Canada 1, 
U.S.S.R. 8, Norway 9, Sweden 14, Egypt 15, United States of 
America 16, and Soviet Russia, European territory 22. The 
density of population in France, 74, is about equal to that of India, 
75. Countries with the heaviest density are the following: — 


Belgium 


Density per sq. kilometre. 

272 

Holland 


241 

United Kingdom 


190 

Japan 


171 

Germany 


138 

Italy 


134 

Czechoslovakia 


106 

Switzerland 


100 
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Itjs obvious that Belgium can support 707, Holland 627 and 
t|ifi . United Kingdom .494 per sons per sq. m ile only with th e aid of 
a highly devel op ed industrial s yste m. In these and other European 
countries a much higher proportion of the population is supported 
by industries than in India (see Table 3). 36 per cent of the 

population of Holland depends for its livelihood on 'industry, and 
about 40 per cent each in Englsmd and WsJes and Belgium. In 
Englzmd and Wales agriculture supports about 7 per cent of the 
population as compared with 71 per cent (or more) in India. 

With the growth of industries there was a decrease, both ini 
absolute number s and relatively to the total p opula t io n, in the agri-| 
cultural population of Germany. 

The total number of persons dependent on agriculture, fishing 
and hunting in Germany decreased from 19*2 millions in 1882 to 
17‘7 millions in 1907 — from 42'5 per cent of the total population 
to 28‘6 per cent. During the same period, those dependent upon 
mining and industry increased from 16*1 millions (35*5 per cent 
of the total population) to 26*4 millions (42*8 per cent) and those 
dependent upon trade and transport, from 4*5 millions to 8*3 
millions (from 10*0 per cent of the toted population to 13*4 per 
cent). 

Between 1895 and 1913 imports into Germany increased from 
4,246 to 10,7(K) million Marks and exports from Germany 
from 3,424 to 10,096 million Marks. These figures, says 
Waltershausen, show “ the important share of Germany in world 
economy.”* During this period Germany was becoming an indus- 
trial country, which may be inferred from the increase in the exports 
of manufactured goods, and in the imports of raw materials. 
Germany was, however, able to avoid the one-sided development 
of a country like England, which enabled her to resist the Allies for 
more than four years, though she was cut off from the rest of the 
world. 

^Deutsche Wirischafisgeschlchie 1815^ I9t4^ p. 46K 
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TThe devidopmmt of Gemifan jadustries.m 
agriculture, and pi c ottage i nd u s tr ies. We have already seen that 
there has been an absolute decrease in the numbers supported by 
agriculture in Germany ; as regards her cottage industries it is signi- 
ficant that in 1907, while 90 per cent of the toted number of busi- 
nesses were small businesses (employing 1—5 persons) . these busi- 
nesses gave employment to only 29' 1 per cent of the total number 
of workers. The large businesses (employing more than 50 
persons), 1*3 per cent of the total number of businesses, employed 
47’7 per cent of the workers. 

It has been well said that “ The history of cottage industries 
is the history of capitalism.” The decay of cottage industries is 
undoubtedly due to the rise of capitalism. There is no branch of 
hcuidwork which has not been affected by capitalism in the leading 
European countries. 

It should be clear that industrial development (even when 
cottage industries and agriculture are declining), enables a country 
to support a larger population, and at a higher level of comfort than 
agriculture alone. 


Industries in India 

We have seen that the density o f populat ion in India varies 
according to agricultural cond itions., as deterniined by rain fall, 
irrigation and the configuration of land . We have cottag e 
i ndustries and also impor tant factory industries, imt jbey^^fixsEcise 
a negligible influence on the density of population . The main 
^support of . the popuktion isjRasture a nd agriculture . 

The following table shows the number and proportion of 
earners and working dependents engaged in pasture and agriculture 
and industries: — 
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TABLE A 
1931 

Earners and tvoflimg dependents in 1000 (both sexes). 




Exploitation of 


Propor- 

Propor- . 



Apimals 


tion % of 

tion % of 


Total. 

, and' 

Industry. 

Col. 3 to 

Indostry 



Vegeta- 


total 

to total. 



tion. 


(Col. 2). 


India 

153,886 

103,295 

15,353 

67- 1 

lO'O 

Provinces 

116,317 

78,188 

11,636 

67-2 

100 

Assam 

3,878 

3,252 

292 

83-8 

m 

Bengal 

14,420 

9,857 

1,269 

68-3 

8-8 

Bihar & Orissa 

15,548 

12,059 

1,030 

ire 

66 

Bombay 

8,511 

5,592 

1,016 

65-9 

IX? 

Boima 

6,210 

4,322 

665 

69'4 

10 7 

Central Provin- 






ces & Berar 

8,259 

6,658 

656 

80-6 

7-9 

Madras 

25,904 

12,591 

2,269 

48-6 

SIS. 

N.-W. R P. 

858 

529 

108 

617 

12-6 

Punjab 

8,327 

5,040 

2,568 

60-5 

18-8 

U. P. 

23,550 

1 7,862 

2,630 

75-4 

ir2 


In India as a j^ol^as well as in^the Provinces the proportion 
of earners and working dependents supported^ Ky Industry to the 
total in 6 per cent. The proportion varies in different provinces, 
from 7’5 per . cent -in Assam to I S'S per cent in the Punjab. ' ' 

Earners and working dependents do not represent the entire 
population. There are also non-working dependents to be taken 
into account. According to the Census Commissioner for 1 93 1 , ^ 
1 1 per cent of the entire population is dependent on Industry. The 
proportion of the population dependent on agriculture is consider- 
ably more than 67 per cent, which is the percentage of agricultural 
earners and working dependents to the total number of workers 
and earning dependents. 

The Punjab is not an industrial province. As shown by 
Table B, excepting Assam and the N. W. F. Province, it has th e 
smallest number of f actory employees (^9, 549) in British India . 
and yet o f all the F '.. u...cs u th e largest proportion oi 

earne rs and working depende nt s supported by Industry. What 
is the explanation of this riddle ? 
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Most of those engaged in In dustry in th e Punjab, as in other 
Provinces, are cottage workers. Factory in dustries- -sur^port- less 
than 1 per cent of the population. About 10 per cfflt of the po pu- 
J ation is supp orted by cottage industrjes. 

The figures in Table A above only mean that the_ Puniab 
has more cottage„workers relatively tO- her population thaJO-Other 
prpyinces. 

The following table compares male earners in certain 
industries in Bombay and the Punjab: — 


TABLE B 

Male earners in certain industries in Bombay and the Punjab in 1000 


Order. 


Bombay. 

Punjab. 

5. 

Textiles 


297- 

271 

6. 

Hides and skins . . 

• • 

13 

11 

7. 

Wood 


82 

154 

8. 

Metals 

• • 

35 

76 

9. 

Ceramics 

, , 

39 

107 

10. 

Chemical products 

. . 

16 

38 

11. 

Food industries 

. . 

26 

49 

12. 

Industries of dress and 

the 




toilet 

, , 

152 

341 

14. 

Building industries 

. . 

54 

33 

17. 

Miscellaneous and undefined 


66 

165 


Of which : 




Group 98. Makers of ornaments and 




jewellery 


39 

46 

Group } 00. Scavenging 

. . 

17 

109 


Total 

.. 

780 

1,245 


(Source: Census of India, 1931, Vol. II, Occupation Tables), 


In 1 930, the Punjab had only 10 textile factories as compared 
with Bombay’s 222, but the number of male workers in textile 
industries in the Punjab was not much less than that for Bocdbay. 
The Punjab has more hand-weavers than Bombay. 
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Industries of dress and the toilet are mostly unorganised 
industries. They give employment to more than twice as many 
workers in the Punjab as in Bombay. A group included under 
Order 17, “ Miscellaneous and undefined ” is * scavenging.’ The 
Punjab has more thsui six times as many scavengers as Bombay. 
This is all the significance of the higher proportion of industrial 
workers in the Punjab (18.8 per cent) as compared with Bombay 
(1 1.9 per cent) and Bengal (8.8 per cent) . 

Pressure ON Agriculture 

Wliere the population is mainly dependent on agriculture,? 
where Industry supports a comparatively negligible proportion of 
the population, and where even that proportion tends to decline j v 
it is obvious that with the growth of numbers the p re ssure on the 
soil m ust ^increase, unless, the agricidJbuiaLjxsQurces- 
are. expanding- at a more rapid rate thanJhe iK'puLatk^ 

Between 1921 and 1931 the density per square mile increased 
from 225 to 248 in British India, and the PODuIation in creased 
by ten per cent . But the net area sown with crops was practically 
stationary. 

Net area sown with crops in British India 


Year. 

Million Acres. 

Year. 

Million Acres. 

1911-12 

.. 216 

1921-22 

.. 223 

1912-13 

.. 224 

1922-23 

.. 225 

1913-14 

.. 219 

1923-24 

. . 222 

1914-15 

. . 228 

1924-25 

.. 227 

1915-16 

.. 222 

1925-26 

. . 226 

1916-17 

. . 230 

1926-27 

. . 226 

1917-18 

. . 228 

1927-28 

. . 224 

1918-19 

.. 201 

1928-29 

.. 228 

1919-20 

. . 223 

1929-30 

. . 228 

1920-21 

.. 212 

1930-31 

. . 229 


Average 191 1-12 to Average 1921-22 to 

1920-21: .. 220 1930-31: .. 226 

The net area sown fl uctu ates fr om year to year According, to 
se ason al conditions. For example, it fell from 228 million acres 
in 1917-18 to 201 millioii acres in 1918-19. The decade ending 
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in 1931 was favourable to crops and the acreage sown with crops 
fluctuated about the normal level. 

193.0-3 1 was, ho weve r, only 3 per cent greater than that for th e 
pre c eding decad e. 

The progress of a^ricukure^didjwjLJsLeeFi pace with the grovvfli 
of numbers in the decade 1 92J -31 . 

Under such conditions the land can support larger numbers 
only on the assumption that the cultivators accommodate them- 
selves to a IpwSE. jtan.dajd _pf_..liying. That must happen, 

particularly when agricultural prices fall heavily as they have 
l^done. 

The pressure on the s oil is more severe in some provin ces 
thM Ui pthers.,. It is un doubted lv severest in _two._prQymce.s : Bihar 
and Oris sa a nd the United Provinces.. 

Per agricultural worker, both male and female (“ total 
earners’ principal occupation”) there were in 1930-31 2*5 acres 
actually sown with crops in the United Provinces and 2*1 acres 
in Bihar and Orissa. 

Among the Provinces and States which lose by m igration 
the United Provinces and Bihar ^d Orissa are the most 
impor tanL In 1921-31, the United Provinces lost 975,000 and 
Bihar and Orissa 1,568,000 persons through emigration. 

The emigrants from Biha ]L-andJ3rissa.-chiefly jQ_.JBeRg&l 
and Assam. The Census Commissioner for Bihm and Orissa, 
l^i, says; 

“ The extent of the migration from Bihar and Orissa to 
Bengal may be gauged from the fact that, home-loving and firmly 
rooted in the soil as its people are, one person out of every 30 born 
in the province was found to be residing in Bengal when the 
present census was taken.”’^ And Bihar and O ris sa supply th e 
tea jdustry of Ass^ wifll about, twicfe-agjnany l abourers as al l 
the r«t_ of India put together. 

Thgjmigianis-fixtt^^ Provinces J.ea¥£jbekProymce 

to seek their fortunes in Bengal, Assam and Burrna in the east, 
Pimjab_MdXl^^ and Bombay, O aitial IpdfiaA^gencv. 

and flie- Cente^^ rovinces and Bferar j n the south. Mr. Turner, 
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Census Commissioner for the United Provinces, 1931, draws 
attention to the increase, by 200,000 since 1921, in the loss of 
males through emigration, but does not regret it. He calls the 
outlet that emigration provides a “ blessing ; 

“The pressure of the population on the soil in this province isj 
severe, and growing heavier year by year. There has been no widc’^ 
spread complaint of shortage of agricultural labour at any time during 
the past decade, and since the fall in prices of agricultural produce labourj 
has been surplus to requirements in the rural areas. Industrialists in 
this province have experienced no difficulty in securing all the labour v'' 
they required, and in fact the development of industries has been far 
too slow to absorb the surplus labour resulting from a rapidly increasing 
population and a lessened demand for agricultural labojir. As the 
industries of the province develop there is little doubt that labour will! 
ceaise to emigrate from the province in view of the inborn dislike of th^ 
average Indian of travelling far from his home village.”® 

Why People Emigrate 

Mr. Turner looks upon emigration from the United Provinces 
as a ‘ blessing * sinc e it relieves the pressure on t he soil. His | 
predecessor Mr. Edye took a different view. 

Mr. Edye contended “ that density determined the percentage 
of gross cultivated to cultivable area,” and stated that' “under 
present conditions the density will continue to increase, so far as 
its increase is not checked by disease, until the limit is reached 
beyond which the percentage cannot expand.” He held that the 
figures of density in relation to the percentage of gross cultivated 
to cultivable area showed “that the percentage is still capable of 
expansion even in the most congested divisions,”* and that the 
limit had not yet been reached in any psirt of the Province, except 
perhaps in the lands surrounding Farrukhabad City. 

On the subject of migration from the United Provinces 
Mr. Edye wrote: 

“It is remarkable that in spite of the greatly increased dmand 
for labour in this Province that has been witnessed during the decade. 

® Report for United Provinces, 1931, p. 201. 

•Report, 1921, p. 17. 
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the number of emigrants has not decreased appreciably. This fad bears 
out what must be the impression of anyone who has acted as an Emigra-^^ 
lion Officer under the Emigration Act» as the writer did lor several 
fyears — that emigrants generally leave their homes not to better their 
f prospects but to escape domestic unpleasantness.” 

Mr. Edye’s conclusions differ in certain respect from those of 
his predecessor, Mr. Blunt, Census Superintendent in l^J . 
Mr. Blunt regarded the figures of cultivable area as misleading, 
for all the area shown as cultivable is not really such. As regards 
the Eastern district he wrote: — : 

“ The pressure on the land has long been considerable in 
these tracts, and must still be very great, though plague has 
ruthlessly relieved it.”t 
And again: — 

“ There were signs ten years ago that the most densely inhabited 
tract in the Province, the Eastern Plain and the Eastern Sub-Himalayas, 
were beginning to seriously feel the pressure of the population on them; 
^ but the pressure is relieved, not by internal emigration to other parts 
of the Province, but by emigration to the east, to Bengal and Assam, 
and it was the growth of this emigration which showed that the tract 
was getting overpopulated. But the pressure now is far less than it was 
ten years ago, for plague has proved a terrible though effective adjunct 
to emigration in relieving it.”^ 

[ That people who are attached to their home and soil emigrate 
jon account of domestic unpleasantness, and not to better their 
[prospects, seems absurd when we keep the economic conditions in 
^.Bihar and Orissa and the United Provinces in view. Perhaps 
domestic, unpleasantness itself is caused by uiifavourable economic 
ronditipns. and growing, poverty. 

Messrs. Risley and Gait, Census Commissioners for India, 
1 9QJ ' had no doubt that there were certain localities, chiefly in 
parts of Bihar and in the east of the United Provinces, ‘‘ where 
the pressure on the soil is already felt,” but they hoped that 
sr kntific farming would mc re^^ of the land^ so that 


t Report, 1911, p. 49. 
^Reoort 1911, p. 49. 
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“ room would be made for an even greater population .”” 

of certain parts of Biha r is o nly rendered possible by the readines s 
of the people to go on red ucing their standard of l i ving rat her than 
tempt fortime by emigrating in semch of sp are I ajad.”^° 

These hopes entertained in 1901 have not been realised. 
Pressure on the soil has been relieved not by scientific iarming or 
the progress of agriculture but in part by continuous . ernigration 
and chiefly by the hand of death. The population of the United 
Provinces decreased by 1*1 per cent in 1901-11, and 3*1 per cent 
in 1911-21; that of Bihar and Orissa increased by 3*8 per cent in 
1901-11 but decreased by 1*4 per cent in 191 1-21. In the last 
decade, 1921-31, the population of the United Provinces increased 
by 6" 7 per cent and that of Bihar and Orissa by no less than 10*8 per 
cent. The Indian cultivator has a remarkable capacity for reducing 
his standard of living, and living practically on nothing, but even 
then there is little doubt that pressure on the soil will be relieved in 
the coming years (as happened in 1911-21) by famine and 
epidemics. 

Summary 

The position regarding the pressure on agricidtural resources 
in the different provinces is summarised below in the light of the 
census reports. 

United Provinces 

“ A considerable body of agriculturists ” in the Indo-Gangetic 
Plain, Central and East and Sub-Himalaya East “ cannot make 
ends meet on the proceeds of their cultivation a large propor- 
tion of tenants have holdings below the average. In 1929, 54 
per cent of the tenants were found indebted. The proportion must 
have risen since then, for the collapse in agricultural prices “ must 

8 Report 1901, Vol. I, pp. 86-7. 

« Report, 1901, Vol. I, p. 4. 

“ £7. P. Report, Vol. I (1931), p. 46. 


17 



INDIA BEFORE AND SINCE THE CRISIS 

have wiped out the reserves of many of the tenants and smaller 
landlords.”^^ The possessions of the ordinary peasant consist in a 
little land, a pair of bullocks and seed for the next crop, and bare 
necessities, i.e., “ the clothes he stands up in,” cooking utensils and 
an unsaleable house. Bullocks are often sold after ploughing and 
re-purchased later. “ In many cases even seed has to be borrowed 

for sowing.” i l i- 

" What are the possible remedies ? asks the Census 

Gimraissioner. i r i 

We have already seen that emigration as an outlet for surplus 

numb ers is a ‘blessing. * Other suggested remedms are (a) 
dev^pment of subsidiaix industrii^ such as rope-making, weaving, 

(b) growing ^ more of the 

ninney-maki ng cro ps. e,g_._,_.cotto^^ 

Xhc pr^^urc on the soil 

fresh s^Tfor ‘ diere is very little fresh soil available in the province, 
esf^iaily in those areas where it is most required.”^® 

The peasant may^Jboirow .lmlQCimprQductim^^ 
he may borroy^at _a_lQwej_xaifi-Qf— mterest.™ — JBut-t bere 

for^aying, through A-fall in -the standardjjLljHBgs ^he 
cultivator’s standard of comfort bemg already miserably low, it is 
wholly impossible to suggest that he should reduce his expenditure 
(«i his own personal needs and those of his family or of his 
animals.”^* 

Bihar and Orissa 

In 1921-31 there was no material addition to the natural 
resources of the province. On the contrary, the pn^rtion of the 
total area under cultivatimi in 1931 was slightly smaller than in 
1921 • “ Nor csm it be asserted that the yield per acre of the soil 
has been increased to any great extent by new and improved meting 
of cacpioitation.” Aricukure is there to support the growing 

«m,p. 48. ■ 

p. 48. 

■ ^;;^M/i«j„p.48. - 

j vC WRspori, !»l,p.ZI. 
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population. Are there any other resources? “Practically 
none,”‘® says the Census Conunissioner. A very gloomy outlook fw 
this unfortunate province, one must say. 

What is the remedy, then? The Census Commissioner can 
only suggest that the agriculturist should leam to do without the 
luxuries ’ to which he has grown accustomed of late,” that he 
should “cut his coat according to his cloth — ^which in more 
plain language means, that he must reconcile himself to a fall in 
his standard of living, low as it already is. The population 
“would appear to be exceptionally vulnerable,” i.e., an attack of 
famine followed by epidemics would take a heavy toll of life. 

The outward flow of emigration is expected to “ receive a 
fresh impetus.” 

Central Provinces AND Berar 

The situation in this province is more favourable. There is 
no acute pressure of population in any part of the Provmec. Except 
in Berar and some of the Chhatisgarh States hardly more than 
50 per cent of the cultivable area is actually under cultivaticm,^ 
“ but yet in spite of the heavy increase of populaticm since 1921 
there is no ai^eciable change in the net area cultivated.”^® 

It is thought that the time is still far distant when the law of 
decreasing returns would come into operation in this province. It 
IS also pointed out that there is still room for the extensimi of 
cultivated auea in many tracts. Valuable crops other than cottcm 
can be grown, and improved and intensive methods of agrifrulture 
ad<^>ted. Finally, the develqpmcnt of industries, “which has 
recently been occupying the attenticm of many Jeading politicians ** 
may be expected to provide suitable occupaticm for a larger pro- 
porticm of the pop^adon. j 

w/iw.. p. 72. 

iUW.,p. 75, 

»» Report. 1931. p. 63. 
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Bombay 


As a result of the trade depression “numbers have been 
forced back on the land.”^® In consequence pressure on the land 
hag increased: . “A greater burden than ever is being thrown on 
agriculture as a source of livelihood.” The decade 1921-31 
witnessed “no great, new source of wealth.” The effects of the 
Lloyd Barrage at Sukkur in increasing prosperity will not become 
noticeable for many years; the result is that the increase of popula- 
tion “ is temporarily an embarrassment.” 

What is the solution? 

Organised industries must be developed: “ in the future 
industry ' on organised lines must become increasingly important 
2 ind increasingly necessary for the well-being of the community.” 
But that is a slow process. “ The solution must be for a time a 
tightening of the belt» which means a slight lowering in the standards 
of comfort to which the present generation has become accustomed.” 
T he C^us Commissioner expects that adjustment will take plac e 
byy a sjovric^ do^ jaf the rate of increas e: therefore the full effects 
of grqwth ia 1921-31 would be better estimated in 1941. 








Madras 


“ Over much of the rural tracts of the Presidency the land 
^->iAany |»eopIe.i(s vmder the' presont conditions it can 
itvidr^flan'falWraljon in standards.”*® The saturaticHi point has 
feeeiii’rnacjsiiid ;in e^ain parts^ with centres at Pudukkottai and 
Mawfe “4V C^tte^-^adio^nfeg^.£^^ “are in* the position that a 
^stK3«g 4®d 'CobtintTOg-'«n^ation flow is necessary to maintain 

ievdf>of Siflisistftnce.’L « 

■ ’ ’ qptanisfic view of Ae 

the chief hope of improvement, “ Possibilities of agriculture on 
'present methods have more or less reached a maximum^ and the 


«>ReporU 1931, p. 24. 
"Report mi, p. 46. 


Presidency can no longer feed itself.”®^ The Census Commis- 
sioner also hopes that as the standard of living rises, th e rate of 
growth of numbers will slow down “ as has happened elsewhere.” 
He forgets that social and other conditions in India are not the 
same as ‘ elsewhere,’ and that very grave doubts may be enter- 
tained regarding the possibility of a rise in the standard of living 
in the coming years — such rise at any rate as would automatically 
lead to a fall in the birth-rate. 

Bengal 

Net area sown in Bengal in 1930-31 was only 2'^ acres 
per cultivator, tsiking males and females together (‘total earners 
principal occupation ’) . It may therefore be thought that pressure 
on agriculture in this province is sufficiently heavy. But the 
Census Conunissioner thinks that the possibilities of agricultural 
improvement in Bengal are so great that Bengal could support at 
its present standard of living a population very nearly twice as large 
as that recorded in 1931 (50 millions).®^ Bengal agriculture 
can thus support 100 millions without a fall in the standard of 
living — ^irrespective of the fall of prices, and of the dwindlling 
demand for jute ! How does the Census Commissioner reach this 
remarkable conclusion? Of the total cultivable area only 67 per 
cent is now actually under cultivation. Suppose the whole of the 
area is brought under cultivation, and yield per acre increases 30 
per cent, then the simple rule of three X tI^=T 94), gives 
the result stated. j 

The Census Commissioner forgets that theoretical, conclusions, 
based on the simple rule of three, may be difficult to realise in 
actual practice. First, it may be doubted if the vdrole.of t^jte'^ea 
which is described as cultivable but is at present not cultivated, is 
actually cultivable. Secondly, considering the financial re^iirces 
of the ryot, the adoption of intensive methods of cultivation is hot 
so easy as one may imagine. Thirdly, the collapse., of agriculture 
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prices, the growth of substitutes for jute, and the whole situation 
created by the agricultural revolution in the West have the same 
unpleasant meaning for the cultivator in the Bengal as in other 
provinces. The Bengal cultivator must tighten his belt as cultiva- 
tors are doing elsewhere. 

As regards the voluntary limitation of births, the Census Com- 
missioner recognises that it is impossible under existing conditions. 
Such methods are repugnant to common sentiment in India, and are 
too expensive so far as the great majority of the people are concerned. 
But in the West fertility is found to decrease with the increase of 
wealth and intellectual interests. The Census Commissioner, on 
the analogy of the West, expects that as the death rate declines in 
India (which is the object of public health measures) there will be 
a corresponding decrease in the birth rate with the improvement of 
the standard of living, an increase in the spread of education, and 
a further emancipation of women and the abolition of the purdah 
system.®® His aurgument is imconvincing. The analogy of West- 
ern Europe cannot be accepted without such important reservations 
as make it thoroughly useless. How long shall we take to 
educate the whole population, and to change their religious 
mentality? Is the standard of living tending to rise or fall as the 
result of the recent economic changes? 

Punjab 

As compared with the 14 per cent increase in population, the 
number of cultivators (workers) increased 2\‘7 per cent. It is 
probable that the population dependent on agriculture has increased 
by even, a larger percentage. Referring to the “ very big increase 
in the already numerous category of cultivators ” the Census 
Commissioner says; 

“ The other resource of the Province are obviously not keep- 
ing pace with the rate of increase in the population.”®* 



area and distribution 


North-West Frontier Province 


For its economic development, the N.-W. F. Province does 
not depend on its own resources. Being an “ All-India as well 
as an Imperial responsibility, it is liberally assisted with fimds by 
the Government of India. “ The wealth expended m this small 
comer of India has in fact been out of all proportion to the local 
means of production.” But on account of financial stringency, the 
grants may be on a reduced scale in the future. There are also 
moral objections to the dependence of a community on another tor 
means of subsistence.^^ The N.-W.F. Province must learn to 
stmid on its own economic legs. 

The economic position is not reassuring. Industries are 
declining. The declme is not due to the general trade depression. 
“ Rather it is due to increased activity m trade, for imports of 
factory-made articles from Hindustan and other parts of the wor^ 
are destroying the markets which local products used to erijoy. 
The textile industry has suffered most from machine-competition. 


Agriculture is the main existing source of wealth, but it has 
almost reached the limit of its expansion.”^’ The strain on the 
agriculturist increased in the last decade ( 1 92 1-31). 


Assam 

Assam gains by migration. The gain amounted to 78,000 
in 1901—11,412,000 in 1911—21, and 122,000 in 1921—31. 
The percentage of foreign bom persons in Assam in 1931 was 1 5 2. 
The major provinces which contribute to the population of Assam in 
the order of their importance are Bengal, Bihar and Orissa, Central 
Provinces, United Provinces and Madras. 

There is room for growth of numbers in this province : ‘Except 
in a few places there is still little pressure of population on the soil 
which year after year brings forth abundant harvests with little 
toil.®® 

25 Report, 1931. p. 33. 

28/iiJ.. p. 122. 

2’ Ibid ., p. 33. 

28 Report, 1931, p. 31. 
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Disease is the most important check on the growth of numbers, 
“and of disease,” says Mr. Mullan, I.C.S., “ God knows, we 
have enough.” But the last decade was healthy, and l^ala-azar 
is well under control. Volimtary limitation of births is practically 
unknown. 

The population of the Assam valley was estimated at 800,000 
in 1835; to-day it is about 5 millions. “ Si monumenium fequiris 
— If you seek for a monument to British administration,” says 
Mr. Mullan, “ read the history of Assam from 1800 to 1840, and 
then look about you.”^® 

Outlet FOR Surplus Population 

remembered that-it i s rapidly filling up . In the Goalpara district 
there is little room left for expansion; there was an enormous 
lincrease of settlers in the Kamrup district in 1921 — 31. In the 
Darrang district also the settlers are rapidly occupying any avail- 
able waste land. The same seems to apply to Nowgong district, 
where the settlers have caused trouble by squatting in Government 
reserves, or forcibly occupying the land of local people.®® While 
t here is room for expansion in Assam , it is certainly not possible to 
du mp the enti r e surplu s agricultural pop ulation of I n dia-in to A ss^™- 
OT Assam, aod Burm^ 

The pressure on the soil is not so keenly felt in the Central 
Provinces as in some other parts of India. This Province receives 
immigrants (227,000 net in 1921 — 31). But so does Bengal 
(772,000 net in 1921 — S 1 ) . All that can be said is that general 
economic conditions do not drive the people from the province, 
except when crops fail. 

Extemal-emkration affords, little relief. The number of those 
who emigrated during the decade 1921 — 31 is estimated at about 
1 million only. 
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Destination of emigrants. 

Persons. 

Malaya 

.. 510,000 

Ceylon 

.. 365.000 

Fiji 

.. 15,000 

Portuguese E. Africa : • . V' 

.. 4,000 

United Kingdom 

.. 4,000 

Elsewhere . . • * 

.. 12.000 


Emigration is controlled by the Emigraticai Act of 1922, 
under which the emigration of unskilled labour is prohibited except 
to such countries and under such conditions as may be specified by 
the Governor-General in Council. The effect of this Act has been 
to put a stop to the emigration of unskilled labour except to Malaya 
and Ceylon. The emigration of skilled labour is negligible. The 
total in 1921 — 30 was 130 ( 79 tailors, 29 theatrical artists, 18 
bricklayers, 2 match-manufacturers, and 2 welders). 

The Indian Agricultural Commission stated in 1928 that the 
annual amount of emigration to Ceylon and Malaya satisfied their 
economic demand and could not be adequately increased. Ceylon 
indeed is “ slowly reaching the saturation point in absorbing Indian 
labour on the estates.” The total number of Indians in Ceylon in 
1931 was 778,000 persons, and in Malaya (British) 624,000. 

Migration of labour be twem-J?royince_aJxd 
restri cted by Gov ernment with the excepticm that certain p rovinces 
CM regulate or proEK the migration of labourers to the t ea- 
gardens in Assam. The Agricultural Commission recommended 
flie abolition of aHrestrictions on the movement of labour through- 
out India. The Commission found that migration witliin India 
was not taking place to the «ttent which might have been expected, 
in spite of the fact that pressure on the soil was ” extreme ” in 
North Bihar, in the deltic areas of Bengal and Madras, and in 
certain parts of the United Provinces. The factors which limit the 
internal movement of labour are three: (a) attachment to land, 
however small be the holding of the cultivator, (b) indebtedness, 
which makes it difficult for the cultivator to leave the village 
permanently, and (c) ” the important factor of ill-health.” 
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Even, if internal migration is not hindered in any way, it does 
not afford any solution of our problem. As for external emigration, 
as we have seen, it is of less consequence still. 

A Hopeless Situation 

We are confronted with a hopeless situation. The problem 
of relieving the growing pressure on the soil is insoluble. 

The maximum population which agricultural occupations can 
support in Europe is 250 per sq. mile. The number is higher in 
the United States of America, and the island of Porto Rico in 
the West Indies has an agricultural population of nearly 400 to the 
sq. mile. Bjit the number supported by ag.nculiure much.greater 
than ,400. Jn ma ny pa rts of HAa. Elxcepting Assam and the 
Central Provinces, there is no province in which the growth of 
numbers during the last decade has not placed a heavier strain on 
the land than it can bear under existing conditions. 

Can the existmg conditions of cultivation be changed? 

Not under the existing economic system. India may utilise 
the results of biological progress to a certain extent. The 
cultivator may use better seed for sowing. But no revolutionary 
change in the methods of cultivation can be expected. India is a 
land of small peasants. But our methods of cultivation are exten- 
sive because the peasant does not possess the means of intensifying 
his cultivation. Under the existing system of land ownership India 
has no use fear agricultural machinery. For motor tractors and 
combines one must have large farms, hundreds of acres in extent. 
Besides, there is a good deal of surplus labour in the villages at 
present. The use of labour-saving ^^phanc^^ agriculture will 
smpliis JabOT* TTjSL. ,mp4^isatipn_ pUIn.dian_3gr}'r 
^possible ynl^ it is prec^d^.by a .yety. great, deyelppf- 



A growing peculation requires more food. But the problem 
of population in India is not a food problem. It would be danger- 
ous to restrict the area under food grains, as our surplus of food has 
dwindled widi tl*e growth of noidbers. But Inefia can import food 
■widiout diihrnilty..'' atny not be able to mod^nise our agri- 
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culture, but nothing prevents us from benefiting by agricultural 
progress in other countries. If the existing duty on wheat were 
removed the import of Australian wheat would increase. 

The real problem is twofold: (1) limitation of births, and 
(2) finding non-agricultural occupations for the agricultural 
population. 

Increase in education and culture would restrict births, but 
more than 90 per cent of the population are at present illiterate. 
The number of literates increased frcan 22‘6 millions in 1921 to 
28*1 millions in 1931 (aged 5 and over). The total number of 
persons of ages 5 and over in the whole of India in 193 1 was 2%'3 
millions. The number of illiterates in 1931 was 268’2 millions. 
Assume now that the population ceases to increase, so that we have 
to educate just these 268 millions. At the present rate of progress 
(5'5 million of fresh literates in a decade), we should require 
about 49 decades, or 490 years to make 268 millions literate. 

But what does literacy in the meaning of the Census imply? 
Does it mean real education and culture, such as might lead the 
people to restrict births? For that we may have to wait for a 
further 1000 years. 

A change in the present religious outlook of the masses, which 
led them to attach more importance to happiness and well-being in 
this world than to life in the next, would most certainly modify 
their view of marriage and child-begetting. But what has the State 
done to bring about this highly desirable change in outlook? The 
State has assumed an attitude of neutrality in matters affecting 
religion. Indirectly the policy of the State (e.g., in regard to 
communal representation) encourages communalism and religious 
fanaticism. It may also be incidently mentioned that communal]^ 
representation acts as a spur to the growth of numbers. 

We are doing nothing to lead the people away from religion, 
or to encourage them to appreciate “ a materialistic standpoint.” 

Dr. Hutton refers to the movement towards artificial birth 
control in India and says that it is " pahaps less hampered by 

Census ReparU Indict 1931, p. 32. 
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misplaced prudery than in some countries which claim to be more 
civilized.” But Neo-Malthusian Leagues in India have very 
limited utility. They would limit births among classes where 
limitation is not an urgent necessity. They leave the rural masses 
entirely unaffected. The difficulty in the case of the villagers is their 
religious outlook, even if we ignore the question of cost of the 
contraceptives. 

It is obvious that there is little possibility of pressure on the soil 
being relieved by the voluntary limitation of births. 

The question of subsidiary industries, or of rural reconstruc- 
tion, is discussed in a separate chapter. The development of 
factory industries would solve the problem. And there is some 
evidence of a change in Goveriunent policy regarding manufac- 
turing industries. But the industrial development of India is 
proceeding on wrong lines. We are concentrating on the produc- 
tion of consumable goods and have almost entirely neglected the 
manufacture of capital goods. It is a process of building from 
the top. It is as if in building a house one insisted on completing 
the top storey before laying down the foundations. The manufac-^ 
ture of machinery, modem means of communication andj 
transportation by leind, sea and air, and of essentially modern articled ^ 
for which there is a growing demand in India, would create employ-^ 
ment for millions of people, but political obstacles to industrial! 
development on these lines are insuperable. ^ 

i’ India needs a change of system which may alter the whole 
stmcture of her economy. Under the existing system, the propor- 
tion of the population dependent on Industry tends to decline with 
the progress of factory industries. The introduction of machi- 
snery causes unemployment in India and creates employment 
elsewhere. 


Census of India, 1931, Vol. 
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TABLE 11 

Area, Population and Density per square kilometre 

IN CERTAIN COUNTRIES 




Area in 

Peculation 

Density 



1 000 sq. km. 

in 1000 

sq. km. 

Germany 


469 

64,776 

138 

Austria 


84 

6.733 

80 

Belgium 


30 

8,159 

272 

Bulgaria 


103 

6.067 

59 

Denmark 


43 

3.590 

83 

Spain 


503 

23.581 

47 

France 


551 

41,860 

74 

Greece ' 


130 

6.440 

49 

Hungary 


93 

8.781 

94 

Irish Free State 


69 

2.957 

43 

Italy * . 


310 

41.699 

1 34 

Norway 


323 

2.831 

9 

Netherlands 


34 

8.183 

241 

Poland 


388 

32.638 

84 

Portugal 


90 

6.360 

71 

Rumania 


295 

18,166 

62 

United Kingdom 


244 

46.340 

190 

Sweden 


448 

6.162 

14 

Switzerland 


41 

4.081 

100 

Czecho-SIovakia 


140 

14.823 

106 

U. S. S. R. 


21.176 

163,200 

8 

U. S* S* R. Eurc^jeaa 




Territory 


5,999 

128,800 

22 

Japan . . 

. *■' 

382 

65.500 

171 

Canada 


9.557 

10,460 

1 

U, S. A, 

■ ■ „ ■■■ 

7.839 

124.450 

16 

Egypt . . 

»■ ■ 

1.000 

14.992 

15 

Australia 


7,704 

6.526 

0-9 

India . . 


4.675 

352.838 

75 


(Source: Sta&iicd Year^Boo^ of the League of Nadom, 1932-33). 
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TABLE III 

Population supported by Agriculture and Industry . . . . 


Country. 

Date of Census Agriculture, 
fishing, etc. 

Industry 

Union of South . Africa 

* . 

1921 

31-2 

18-9 

Egypt 


1917 

692 

8-4 

Canada 


1921 

350 

26-9 

US, A... 


1920 

263 

30-8 

Germany . . 


1925 

305 

381 

England & Wales (B) 


1921 

6-8 

397 

Belgium . . 


1920 

191 

39-9 

Denmark , . 


192! 

34-8 

270 

France 


1921 

41-9 

28-8 

Italy 


1921 

561 

24-0 

Norway . , 


1920 

368 

27-4 

Netherlands 


1920 

23-6 

36*1 

Poland 


1921 

75-9 

8*7 

Portugal . * 


1911 

57-5 

21*5 

SweAsn 


1920 

387 

28*8 

Switzerland 


1920 

25*9 

44*1 

Australia • . 

. ... 

1921 

229 

31*2 

New Zealand 


1921 

27-1 

27*5 

(Source : Iniemaiioncd 

Siatistiad 

Year-Book* 1927- 

—League 


Nations, pp. 44-45). 
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TABLE IV 

Factories Subject to the Indian Factories Act 



No. of Factories. 

Average No. of hands 
employed daily. 

Madras 


1,527 

142.549 

Bombay . . 


1,550 

370,704 

Bengal 


1,444 

563,877 

U. P. . . 


376 

92,161 

Punjab 


526 

49,549 

Burma 


980 

98.701 

Bihar and Orissa 


282 

66,315 

C. P. and Berar 


695 

68,856 

Assam 


620 

45,820 

N. W. R R 

■ -fi 

29 

1,251 

TotaL including 
Provinces, 

smaller 

1930 

8,T48 

1,528,302 


1921 

3,965 

1,266,395 


{StaL Abstraci for British India, I930'31)k 
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CHAPTER 11 


II • 
! 


MOVEMENT OF THE POPULATION AND CIVIL 

CONDITION 


“ The actual increase since 1921,” 
Gojuniissioner for India I S3 1 (Dr. Hutton), 


writes the Census 
‘ is 33,895,298, that 


is to say, 10’6 per cent on the population at the last census and 
39 per cent on the population of India 50 years ago.”^ 

The population of India increased from 3 18‘9 millions in 
1921 to 352"8 millions in 1931, or by 10‘6 per cent. But the 
real increase of numbers between 1881 and 193! was 33 per cent, 
not 39 per cent. The real i n crease was les s than, the-nominal in- 

cjreage, foiaH by_cprnparmg populatioii, in 188 L with 

that in 1931 , on account of two f actors t lai the additions of area 

and peculation inclu de d at each census, a nd (b). th e progressiv e 

©crease in the accuracy of enumeration from census toxensus. The 
population recorded at each census in India is given below; the 
figures for England and Wales have been added for the sake of 
comparison : 

TABLE I 

Recorded Population in Millions 


Year. 

India* England & Wales. 

1872 

206-2 

22-7 

1831 .. .. 

253-9 

26-0 

1891 

287-3 

29-0 

1901 

294-4 

32'5 

1911 

315-2 

36-1 

1921 

318-9 

37-9 

1931 

352-8 

39-9 

According to the recorded figures the growth 

of numbers in 

Iniclia betv/eeo 1881 and 1931 was 

about 99 millions, and the 


percentage of growth 39 ; the growth of numbers between 1 872 and 
1931 was about 147 milliaB&,.aatL.ihe. joercentasre of growth 71! 


33 3S^io 


vP. 5. 
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But this is thoroughly absurd. We are concerned with the real, 
not nominal or apparent increase in numbers. 

The following table shows the real increase of numbers since 

1872:— 

TABLE n 


I Real Increase of Numbers 


Period. 

India. 

(Millions) 

'Increase ^^per- 
cent ■ 

England 
& Wales. 
(Minions.) 

Increase per 
cent. 

1872—81 

. ;3'0- 

ri- 

33 

10-1 

1881—91 

.. 24-3 

9-1 > 

3-0 

irs 

1891—1900 

. . 4-1 

r47 

3-5 

12-1 

1901—11 

.. 187 

■6-3.' 

3-6 

1T1 

1911—21 

. . 37 

1-2 7 

rs 

5-0 

1921—31 

. . 33-9 

10-6 ' 

2-0 

5-3 

Total 1872 

to 




1931 

. . 877 

. . 

17-2 



The population recorded at the census of 1881 exceeded the 
figure for 1872 by no less than 48 millions. But of this increase 
33 millions was due to thej^lusipn.pf new a^^ and 12 millions 
to imprpyejrieQt of jn/rthodi Thus the real increase of numbers 
between 1 872 and 1 88 1 was only 3 millions. In the next decade 
the total increase was 33‘5 millions, but the real increase was 24*3 
millions. No allowance has to be made now for the inclusion of 
new areas or improvement of method, so that the whole of the 
recorded increase between 1921 and 1931 is real increase in 
numbers (33*9 millions). 

Irregular Rates of Increase 

Table II shows that the rate of increase in the different periods 
in India was very imequal. The figures show a period of com- ' 
paratively rapid increase following one of an almost stationary ' 
population. The movement of population in England and Wales ' 
is in striking contrasfT to that in India. The population was 
iocsiasim steadily at ;i^ rfite higher than that of India till 1911. 



Chart No. I Increase in Population 


Millions 
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Then came a fall in the rate of increase in 1911-21, principally 
due to the war. The factor which explains the slower rate of 
increase in England and Wales, and Western Europe at the present 
time is fall in the birth rate. ^ 

When figures of real increase of numbers in India and England 
asd Wales are plotted on a chart, India’s curve has the shape of a 
W; that of England and Wales is very nearly a straight line dipping 
towards the end. 

What is the explanation of this peculiar movement of our 
popiJation? 

The growth of population in India is determined not merely by! 
the relation between normal birth and death rates, but by abnormal " 
causes which alfect this relation, as famine and disease. 

The famine of 1876-78 falls in the first period. This famine 
severely affected southern India, particularly the Madras 
Presidency, while its effect was felt generally throughout the 
country. The severity of the famine in Madras may be judged 
from the fact that in five districts of the province where famine was 
intense, the population in 1881, as compared with 1871, decreased 
25' 12 per cent; in two districts, where it was moderate, the de- 
crease in population was 3 ’62 per cent, while in Shimoga district, 
where it was slight, the percentage increase was 0*15. 

The effect of a famine in checking the growth of numbers isl 
not confined to the famine zone. The resulting high prices andj,, 
scarcity check rapid reproduction in districts which have not beenj 
affected by famine. “ It may safely be accepted,” wrote the 
Census Commissioner for 1881, ” that when food is scarce there are 
fewer births ” — ^this may be due to prudence, deliberate or instinc- 
tive, or physiological causes. ” It remains stamped on the age 
tables ” goes on the Census Commissioner, “ that in 1 876-78 very 
much fewer children were begotten throughout the [Madras] 
Presidency than in previous or subsequent years, and this is true of 
the so-called non-famine districts, although to an obviously slighter 
extent than of the famine districts.”^ 

The period 1881-1891 was one of recovery. It is generally 

♦Censm Report. I8dl, p. 457. 
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seen that t he bi rth rate - xap i<fly,mctejiS£S-.aftsiL.aay_.p,firiQdjiL£k££^ 
tignal mprtalityi jJw .to war, disease s ot.f amine. F amine mortality 
is high among the very old, the very young and those of a weak 
constitution. If then a period of famine is followed by a period of 
good crops, the population should increase rapidly as it contains an 
unusually high proportion of 'healthy persons at the reproductive 
ages. For example, the population of Madras and Mysore, both of 
which had suffered heavily in the famine of 1676-78, increased I5'7 
and {8’1 per cent respectively in the decade 1881-1891, and after 
the famines of 1897 and 1900, the population of the Central Pro- 
vinces and Berar increased 17’9 per cent in the deca'de 1901-11. 

The real increase of population in the decade 1881-1891 was 
91 per cent. This is the onl/ decade between 1872 and 1921 
which was free from any exceptional calamity. 

• Mr. Baines, the Census Commissioner for 1 89 1 , had prophesied 
that the rate of increase in the period 1 88 1 --9 1 was not likely to be 
maintained. After the good seasons of this decade he expected a 
check to the growth of population on account of famine. As it 
turned out, agricultural conditions in the decade 1891-1901 were 
adverse. There was scarcity over a considerable area in Madras 
and Bombay in 1891-92, and parts of Bihar were also affected. 
There were extensive crop failures in 189^ in the southern districts 
of the United Provinces, while in the foHowing-year famine condi- 
tions prevailed in the United Provinces, Central Provinces and 
Berar and parts of Madras, Bombay, Bengal,, the Punjab, 
Rajputana, Central India and Hyderabad. The area affected 
was 300,000 sq. miles with a population of nearly 70 millions. 
At the heels of this' famine there followed the famine of 1899-1900 
which was even- more disastrous. It is estimated that the total 
mortality due to these two famines was about 0 millions. 

This period also saw the appearance of plague in Bombay, in 
1896. The epidemit rapidly spread in the Bombay Presidency 
and in some other parts of India, and by the date of the Census had 
caused a mortality of ^ejarly a miljiion. i 

plague and(famine checfcedThe. rate of grpwth of population. 
As the CensusCominissioner for 1901 remarks: In a period which , 
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has witnessed two great famines of the century and the appearance 
of a new and deadly disease the wonder is not that the pace at which 
the population has grown is less than it was during the previous ten 
years, when the rat^i progress was more rapid than usual, but that 
there should have been any increment at cJl.”^ 

The real increase of population in this period was 1"4 per cent. 

Apart from famine, economic conditions of the decade were 
favourable to progress. The railway mileage open to traffic 
increased from 17,000 in 1890-91 to 25,000 in 1900-01 ; 43,000 
miles of canals were in operation in 1901 as compared with only 
9,000 ten years previously. There was also a steady development 
of various mining an3 manufacturing industries in the decade. The 
Census Commissioner regarded the outlookTor the future as hope- 
ful, unless famine again supervened. He did not think that India 
had already more inhabitants than it could support. There was 
considerable room for expansion. While in particular parts of the 
country (parts of Bihar and in the east of the United Provinces)^ 
the pressure on the soil was beginning to be felt, this w;as not true 
of the country as a wholes About two-thirds of the population of 
India occupied only a fjuarter of the whole ai^:a,''and the remsiining 
one-third of th|( population was scattered over three-quhrters of the 
area which nowhere contained as many as 200 persons to the 
square mile. It was also seen tiiat the- greatest increase of popu- 
lation had occurred in districts which in 1891 had already a density 
of from 500 to 600 persons per- square mile, and the smallest 
increase in districts which had a population of 100 to 20(). 

The next decade, 1901—11, was free from any serious wide- 
spread famine, though crop failures occured over a wide area in 
1907; extending from Bihar to th? Punjab and Bombay, and 
famine conditicms, prevailed in the United Provinces and in a few 
districts elsewhere. Thisjperiod has been characterised as one of 
“ moderate agricultural prosperity ” for the' country as a whole. 

The real increase of population in this decade was 6*3 per 
cent. It would have been peater but for disease. Malarial fever 
took a heavy toll of mortality in the irrigated tracts of Eastern and 
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Central Punjab and the Ganges- Jamuna Doab in the United 
Provinces, where in 1908 alone the reported mortality from 
“ fevers ” was nearly two millions. The Punjab, the United 
Provinces and Bombay suffered severely frtm plague; the total 
plague mortality was estimated to be 6 5 millions, of which over 
one-third occurred in the, Punjab. 

Th e outstanding feature jof, the, decade 19J jL==:152J„-WaS-the 
i nfluen za epidemic. The W|ir falls in this period, but its effect on 
the growth of numbers was negligible. The actual number of 
death causalties among the officers and ranks of Indian army units 
and labour corps was 58,238. The maximum number serving out 
of India in combatant and labour units at any one time between 
1914 and 1919 was approximately Indian troops 250,000, 
labour corps 230,000, total 480,000; the number about the time 
of the census was troops 105,000, labour corps 20,800, total 

125,800. 

Economic conditions were favourable till 1917. The mon- 
soon of 1918 was feeble, and that of 1919 was not much better. 
The outturn of the chief food crops declined heavily and prices rose. 
Influenza came at a time of widespread crop failures. It affected 
every part of India and “ wiped out in a few months practically the 
whole natural increase in the population for the previous seven 
years.” 

The number of deaths due to influenza in the area under regis- 
tration was about 7,100,000 in 1918 and 1-1/3 millions in 1919, 
giving a total recorded mortality of 8-1/2 millions. But the total 
influenza mortality was much greater than this, for on account of 
the complete breakdown of the reporting staff the registration of 
vital statistics was suspended in 1918, and when later the figures 
were reconstructed, there were many omissions, particularly as 
regards women. The figure given above also does not take 
account of the mortality in areas where there was no registration, 
and thus neglects <me-fpurth of the total population. On the 
: 'wj^<4e it waS iestimat^ by the census authorities that the total 
mortality w^ betvveo^ 12 and 13 millions foi: India. 

/Hhe Actuarial Report bn tihe Census of 1921 put influenza 
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mortality at 22 millions or 7 per cent of the population. The 
following figures, though imperfect and incomplete, enable us to 
realise the severe efiFect of the^ epidemic on the growth of numbers.: 


Provmce; 


Average yearly ■ Avedage yearly ' 
excess of births excess of deaths 
over deaths per over births per 

mille, 1911—1917- miile, 1918—1920. 


Assam . . ... 

5-4 

— 9-4 

Bengal . . . , ' , . ■ • 

4-8 

— 53 

:: Bihar & Orissa 

. V 91 

— 9-1 

Bombay " . . ' • • / 

47 

—19-8 

.Burma 

8-5 

— OT 

C. P. & Berar .... 

irs 

—23-1 

^ Madras . ■ 

8-5 

— 3-1 

N. W. F. Province 

83 

—111 

Punjab 

123 

— 5-0 

United Provinces . . 

10-6 

—17-8 

The epidemic affected- mral <|istrk 

:ts moxe- seKerely than urban 

districts. In the Punjab the mortality 

in urban areas 

was 36 per 

mille as against 5 1 per mille in rural areas. Mortality was under 
5 per cent among Europeans, about 6 per cent among Indians of 
the higher classes who were able to obtain medical attendance, and 

over 50 per cent sunong the people in 

niral districts. 

The heavy- 


mortality in rural areas was due to the lack of medical assistance 
and improper and inadequate provision of diet, clothing, etc., in 
illness.* 

The Punjab suffered severely from influenza but it still suffer- 
ed less than the United Provinces and the Central Provinces. At 
the end of the decade, the population of the United Provinces was 
found to have decreased 3* 1 per cent and of the Central Provinces 

^ From the middle of October to the November/’ says the Census Commissioner for 
the Punjab, the state of the Province beggars description. Hospitals were choked, dead 
and dying lay by the sides of the roads, burial grounds and the burning ghats were strained 
beyond their capacity and corpses lay awaiting burial and cremation. Terror and con- 
fusion reigned supreme, the postal and telegraph services were disorganised, and a har-, 
rassed and depleted medical srvice struggle valiantly, but inefiFectuaiiy to cope with the 
disease. During this period large numbers of the educated classes earned the gratitude 
of the sufferers by devoted self-sacrifice and social service, while medical students 
throughout the provmce rendered every assistance,' within their power/* Punjab Census 
Report, 1921, 'p. 60. 
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G'3 per cent as compared with 1911. On the whole the popula- 
tion of India increased by 1'2 per cent. 

The last decade, 1921— 31, was free from famine and 
epidemics and the increase of numbers in this decade constitutes a 
record (33*9 millions) . 

It is wrong to attribute this heavy increase to the beneficent 
activities of the Public Health Department. The utility of this 
Department is undisputed. But the effect of its activities on the 
movement of our population is so slight as to be negligible. 

As we have seen, between 1872 and 1931 there are two 
decades of rapid growth, 1881 — ^91 and 1921 — 31 ; each followed 
a period in which the population was practically stationary (in- 
crease 1*1 per cent in 1872 — 81 and 1*2 per cent in 1911—21). 
The explanation of the considerable growth of numbers in 1921— 
31 is the same as that for 1881— 91 ; on account of the elimination 
of the weak and the unfit by disease (1911 — 2 1 ) or famine 
(1872 — 81), the population contained an unusually high propor- 
tion of vigorous persons at reproductive ages. 

Rate of Increase as Compared with Europe 

Writing on our population problem Dr. Hutton says: 

“ Attention has already been drawn to the g£axe..increasg, 
in the population of this country. The actual figure 
of the increase alone is little under 34 millions, a 
figure approaching equality with that of the total 
population of France or Italy, cuid appreciably greater 
than that of such important European powers as 
Poland and Spain. The population now even exceeds 
the latest estimate of the population of China, so that 
India now heads that list of all the countries in the 
world in the number of her inhabitants. This in- 
crease, however, is from most points of view a cause 
for alarm rather than for satisfaction.”^ 

Everycaie must agi'ee with Dr. Hutton that the rapid increase/ 
of numbers in 1921 — ^31 is a cause for alarm rather than satisfact-i 
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ion. As we have seen, the pressure on the soil has increased inj 
almost all provinces, and there are no means of relieving it, except^ 
death. One is led to expect from the peculiar movement of ouit 
population in the past that epidemics will carry off millions of oui! 
people, enfeebled by want, in the coming years. This cannot be aj 
cause for satisfaction to anyone. 

But, considering the rate of increase since 1872, the population 
of India is not increasing rapidly. As compared with the leading 
European countries (Freince alone excepted), the rate of increase 
is slower in India. 

How does the rate of growth of the population of India com- 
pare with that of other countrites? 

For European countries reliable statistics of population are 
available since 1 800. It ' is well known that the population 
of Europe was increasing very slowly before the I9th century. 
The growth of the population was checked by epidemics and war. 
With the beginning of the 19th century the conditions completely 
changed and the population began to increase rapidly. It is esti- 
mated that the population of Europe grew from 187 millions in 
1800 to 447 millions in 1910, an increase of 2^ millions in 1 10 
years, the rate of growth being 7*9 per cent per annum. 

The rate of growth became particularly rapid about the 
middle of the 19th century. For example, the population of 
England and Wales increased from 9*2 millions at the beginning of 
the i 9th century to 18 millions in 1850, 32*5 millions in 1900 and 
36 millions in 1911. Ireland shows a decrease, but this is due to 
special causes. But even the Irish population increased from 5*5 
millions in 1800 to 8,295,000 in 1845, after which a steady de- 
crease in numbers began, so that the population was reduced to 
4,390,000 in 1911. Emigration wholly accounts for this 
decrease. The population of Germany increased from 24*5 
millions in 1800 to 35 millions in 1850 and about 65 millions in 
1910. The increase in Russia was still more remarkable — from 
about 38 millions in 1800 to 61 millions in 1850 and 131 millions 
in 1910. The figures for Russia axe not absolutely reliable, but 
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there is no doubt that the population of Russia has increased very 
rapidly since 1800. 

It is interesting to note that at the beginning of the 19tn 
century the population of France exceeded that of any European 
country with the exception of Russia. Even in 1846 France had 
a population of 34,546,975, as compared with Germany’s 
34,396,055. But four years later (in 1850) the German popu- 
lation exceeded the French slightly, and since then the difference 
has steadily increased. In 1910 Germany had a population of 
about 65 millions as compared with France’s 39,192,000. 

I }; The growth of the population in belligerent countries was 

; '^suddenly checked by the war (1914 — 18). The war also 

affected the growth of numbers in neutral countries, 
j The war affected the growth of population both directly and 
jindirectly. Indirectly it caused a fall in the birth rate and in the 
pumber of marriages, and an increase in the death rate, apart from 
(the direct losses due to war casualties. 

“ The total decrease in numbers due to the decrease in births 
and increase in deaths among the civil auid military population in 
the case of four leading belligerents is shown below®: — 



Decrease in 

Increase in 

Total 

Per 100 of 


births from 
May 1915 to 
July 1919. 

deadis. 

1914-18. 

decrease. 

the popula- 
tion of 1914. 

Germany 

3,590,000 

2,160,000 

5,750,000 

8-5 

France 

1,390,000 

1,540,000 

2,930,000 

7-4 

Italy 

Great Britain 

1,300,000 

1,240,000 

2,540,000 

70 

& Ireland 

840,000 

925,000 

1,765,000 

3-8 

Total 

7,120,000 

5.865,0a0 

12,985,000 

6-9 


The total loss amounted to about 13 millions, or about 7 per 
cent of the total population of these four countries. Germany 
suffered most (8*5 per cent) and Great Britain and Ireland least 
(3*8 per cent) . 

® Hand'moererbuch der Staatsieksenschften, Vol. II. 
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In spite of the direct and indirect effects of the war in reducing 
numbers, the population of Germany (without including territory 
which Germany lost according to the terms of Peace) increased 
3‘5 per cent between 1910 and 1919, of Italy, between 1911 and 
1921, by 7’5 per cent, and of Great Britain (without Ireland) by 
4' 7 per cent in the same period. In each of these cases the rate of 
growth was more rapid than that of the Indian population ( 1 2 per 
cent). The population of Belgium increased by 0'5 per cent, and 
of France decreased by 4’8 per cent between 191 1 — 21. 

The following table shows the growth of numbers in India and 


other countries between 1870 sind 1930: — 



TABLE 

(a). 

(i). 

Increase per 


1870. 

31-12-1930. 

cent. 

india 

Milljons. 

. . 263-1 

Millions. 

352-8 

3S-0 

Germany 

40-9 

tA'S 

57-7 

Italy 

. . 267 

41-0 

53-5 

Spain 

.. 16-3 

23-6 

44-7 

France 

.. 36-8 

40-0 (c) 

8-7 

Belgium 

50 

8-1 

61-2 

Netherlands 

3-6 

T9 

108-3 

Denmark 

re 

3-6 

1000 

England & Wales 

. . 227 

39-9 

757 

Russia 

.. 106-4 (d) 

161-0 

51-3 

Europe 

. . 307-7 

505-7 

64-3 

Sources : — 





(a) Handwoererbuch der Staatsmssemchafien, Vol. II. 

(b) Staiisfical Year-Boo^ of the League of Nations for 1931-32. 

(c) The population of France in March 1931 was 41,134,923. 

Add to this the number of military and naval forces and 
crews of the commercial navy abroad' — •93,928, and deduct 
from the total 1,898,376, which is the population of the 
territory acquired by France according to the Treaty of 


Versailles. 

(d) For Russia the earlier figure, that for the year 1897, is given 
in the Statesmans Year~Boo^, 1933. 

It is seen that of all countries mentioned in the table thfi-iale 
of growth was slowest in In<^a, with_the.S 0 lfi.exceBtic>n.flfJFr«nce, 


INDIA BEFORE AND SINCE THE CRISIS 

As compared with our 33 per cent increase, the population of 
England and Wales increased by about 76 per cent. Between 
1897 and 1931,2.6., in a period of 34 years, the population of 
Russia increased a little more than 5 1 per cent. 

India may well be compared with Europe, for in many 
respects India is more like a continent than a country. 

In 1931 Europe, including European Russia, had a popu- 
lation of about 506 millions, or_64‘3 per cent greater than its popu- 
lation in 1870. In these 60 years the population of Europe 
increased at a rate eibout double that of India. 

Birth and Death Rates 

When we compare birth and death rates in India ■vvnth those 
in other countries it is found (1 ) that both are higher than, in other 
countries, and (2) that while in other countries both birth and 
death rates show a tendency to fall, in India they show no such 
distinct tendency. 

It has been often pointed out that the reported birth and death 
rates in India are not accurate. The difference between birth and 
death rates estimated by the actuary (Mr. Acland) at the census 
of 1911 and the reported rates amounted to 7 or 8 omissions per 
mille for births, and slightly less for deaths. In using the reported 
birth and death rates we have, therefore, to bear in mind that the 
actual birth and death rates are higher than the reported rates. 
The records of births and deaths, however, though incomplete, are 
not useless. As was pointed out by the Census Commissioner for 
1921, “Except for progressive improvement in urban areas and 
occasional breakdowns during epidemics, the errors are more or 
less constant from year to year,”^ and while not placing absolute 
reliance on the figures, we may use them for purposes of 
comparison. 

In the decade 1921- — ^30 the highest birth rate per 1,000 of 
i/ the population in India was 36‘9 (1928) and the lowest 31*85 
(1922). Between 1885 and 1900 the highest and lowest birth 
rates were 42*16 (1899) and 31*54 (1892). The year 1899 

*Cen*M of India, Vol. I, 'Rcpatk p. 15. 
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shows an exceptionally high birth rate— a record for India. Ignor- 
ing this year the highest birth rate wa s 36*58 in 19QQ. The average 
birth rate in 1921 — 30 (3'4‘35) was lower than the average for 
1885—90 (35‘83). and that for 1891—1900 (35 '43). But it 
is difficult to speak of any tendency towards a lower birth rate in 
India such as the countries of Western Europe show. 

The birth rate in Germany, France and the United Kingdom; 
at the present time is below 20 per 1,000 of the population. In 
1881 — ^90 the birth rate in Germany was as high as 36"8, in France 
23*9 and in England and Wales 32*5. In Europe the highest 
birth rate in 1930 was that of Rumania (35*0), The birth rate 
in Italy and Holland is higher than in Germany, France or the 
United Kingdom, but it used to be much higher fifty years ago 
(Italy 37*7 and Netherland 34*2 in 1881 — ^90). 

The fall in, thejrir^ .rate jji W#^JtenLEurQpe, is regarded, .wiffi 
4arilL. and, Tor military, rea sons, seri ous effiprts. .are .bejng mtde. to 
encourage the growth of rium bers . An interesting example of the 
methods employed to stimulate the declining birth rate is furnished 
by the following iteitt of news which appeared in the People of 
February 12, 1935. 

“ Just before Christmas, Signor Mussolini presented 4,000 
lire (about Rs. 1,000) to each of 94 mothers who since November 
4, 1918, had given birth in all to 9 1 0 children still alive. The 94 
mothers came respectively from the 94 provinces of Italy, and 
Signor Mussolini extolled them ‘ as an example to all the mothers 
of Italy.’ In Rome the six most prolific mothers were each pre- 
sented with a four-roomed flat.” 

It would seem that the problem of the birth rate in India and 
Western Europe is very different. Here every one would welcome 
a check to “the devastating torrent of babies.” In Western 
Europe, where the torrent has become a * trickle,’ desperate but, on 
the whole, unsuccessful attempts are being made to restore the 
torrent again. It will not be uninteresting for us in India, where 
births are absolutely uncontrolled (except by Nature) , to study the 
causes of the decline in the birth rate in Western Europe, 
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Various theories have been put forward to account for this 
phenomenon. They have been carefully analysed in a recent 
German publication.^ 

1 . Relations between the sexes have altered, and the common 
view of sexual morality h 2 is changed. Sexual gratification outside 
the bonds of marriage is not only regarded as moral but a bodily 
need. The prevention of pregnancy is no longer looked upon with 
disfavour; what is condemned is the bringing of children into the 
world whose chances of success and happiness in life are small. 
Woman decides how many children she will bear, and it is consider- 
ed wrong to destroy her beauty and health through frequent child- 
births.® 

2. The well-known German economist Brentano has sought 
the aid of Gossen’s law of diminishing utility and substitution to 
explain the phenomenon. To people in a low stage of culture 
sexual pleasure is the only or the most important form of pleasure. 
Men and women who enjoy a high degree of prosperity zmd culture . 
care also for other pleasures. “Man,” says Brentano, “ceases 
to produce children when the increase in their number procures less 
satisfaction than other pleasures of life, which he would have to do 
without otherwise.”® 

3. The decline in the death rate increases the proportion of 
men of higher ages in the total population, which must tend to 
restrict the chances of promotion of younger men. The decline 
in the death rate thus indir^tly prevents the number of marriages 
and the size of the family from increasing too rapidly. 

4. The rate of infant mortality has gone down considerably 
in the progressive countries of Europe. Parents wanting two or 
three children do not bring more into the world, knowing that the 
children bom will live. 

5. Women claim equality with men in Europe, and their 
emancipation, to which the Great War gave an impetus, is an 
important cause of the decline in the birth rate. It is estimated 

^ Die Ursachen des Cehurienraeckgangei im cwropadschen Kalturl^reis Dr. Roderick 
V. Ungtrn-Steniberg (Berlin, 1932). 

^ Dr, Ungem-Siernherg, loc. cit.» p. 43, 
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that of the total number of females in Europe about 30 per cent 
earn their ovm living; this proportion is 65‘70 per cent in the case 
of men. 

The total number of females in India is 171 millions, of which 
27*9 millions are shown in the Occupation tables under “ Total 
earners’ principeil occupation ” ; thus 1 0*6 per cent of the females 
in India (ignoring working dependents) are earners. But it is 
difficult to say whether our figures are comparable with those for 
Europe. The proportion of independent women who earn their 
own living is probably less than 10*6 per cent of the total number of 
females. The principal occupation of women, as that of men, in 
India is agriculture. 

Emancipation of women, both in the cultural and material 
sense, reduces the birth rate. A working woman of the proletariat 
has fewer children because she remembers her own sufferings as a 
member of a numerous family. 

6. *rhe Church condemns the voluntary limitation of births, 
but the influence of the Church is declining. The rising tide of 
materialism and atheism may not be a direct cause of the declining 
birth rate, but it does indicate, as Dr. Roderick V. Ungern-Stem- 
berg contends, a change of mentality. Generally in Europe 
clergymen have the largest families. 

Among religious people, whether Hindu, Sikh, Muslim or 
Christian, the idea persists that life is from God, for which reason 
birth-control is sinful. The average Indian shares the conviction 
expressed by the poet in the following verses: 

Jis ne yeh munh diya hat khane ko 
Dant jis ne diye chahane \o 
Jis ne baksha nigalne ko/hai gala 
Hazm karne ko hai diya ma’ da 
Kya T3>oh khane ko kochh naUrft dega? 

Kyon nahin dega bilyakin dega. 

The average Indian has never heard of the theory which 
explains the evolution of man (including his mouth, teeth and the 
digestive apparatus) without reference to a deliberate act of the 
Creator. In the same sense Maulana R u m has written: 
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AtzeghammurdahJiiTvastaznanilhki 
Chun khafooT asi 0 rakim in tars chist 

1. Use of contraceptives. This is known to all classes in 
Europe.^ The popularisation and cheapening of contraceptives, 
which do not injure health nor affect sexual enjoyment, has furnish- 
ed the means of universalising the voluntary limitation of births. 

8. It is well-known that the frequency of births decreases 
with prosperity. The ratio of children born in the poorest to those 
in the richest families is 3:1. The effect may be direct or physio- 
logical, or indirect: with the growth of culture and refinement, which 
prosperity brings, there is a growing desire to maintain a high 
standard of living. 

9. Urbanisation in most cases is found to lower the birth 
rate, and this is one of the reasons why Signor Mussolini is an enemy 
of urbanisation. In 1 929 the birth rate for the whole of Germany 
was 1 7'9 per thousand, and for Berlin only 1 0*0 per 1 ,000. Dr. 
Ungern-Sternberg has very good reasons to complain of the Gehaer- 
Idstung of Berlin, or the achievenients of Berlin in the matter of 
child-production. In the year 1926 Berlin’s net achievement in 
this direction was minus I'O per thousand inhabitants (birth rate 
10*0 and death rate 1 1*0 per 1000). Berlin stands lowest among 
the cities of the world, and Moscow leads with a birth rate of 29*8 
per 1000 which exceeds the death rate (13*2) by 16*6 per 1000. 

There is no appreciable difference between London’s birth 
rate and the average birth rate for the whole of England and Wales. 
This is because the whole of the country is industrialised, and 
Neo-Malthusian habits and practices are widely spread among all 
classes. 

Indian statistics are difficult to interpret. Among the pro- 
vinces Delhi hats the largest ratio of urban to rural population 
(5:3), but in defiance of the law which operates in Europe, Delhi 
has the highest birth rate. In 1 930 the ratio of births per 1 000 of 
the population was for Delhi 49*25, Assam 31*35, C. P. and 

Excepting th<»e who object to birth control for particular reasons, unconlrolledi 
births take place in Europe onlgr in the case of idiots and drunkards. See Aufgahm 
der Bevoell^erangspoliiil^ by Dr. Med. E. H. Stoll (Jena, 1927), p. 5. 
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Chart No. 6 Birth Rate in India and Germany, 1900 — 1930. 






MOVEMENT OF THE POPULATION AND CIVIL CONDITION 

Berar 4774. Bihar and Orissa 36-2, Burma 28-87, Punjab 43-3. 
U. R 37-31, Bengal 26-6, Bombay 37-41 and Madras 39'8. 

The high birth rate for Delhi is irreconcilable with the census 
figure (based on the examination of 2,246 slips) of the average 
number of children born per family in this province — -3*5. This 
average is highest for Travancore State, 6*5. Gwalior follows 
with 6*2, and next to Gwalior is Bengal with an average of 6‘0 
children, Bombay and Pimjab are about equal with 4'0 and 3‘9 
children respectively. 

Considered by religion or community, Christians and Primi- 
tive tribes (‘ Tribal ’), lead with an average of fi-Q children born 
per family. Parsis ccane next with 4-6 children; Hindus have 
4 - 3 , 2 ind Muslims euid Sikhs 4-1 each. 

Considered by occupation those following the professions of 
law, medicine and instruction hace the s.n..Hefl r Uinber of children, 
3-7 per family, while priests (‘ religion ’) have the largest, 5'2. 
But cultivating owners have more children (4-4) than agricultural 
labourers (4-3). In the matter of education, culture and refine- 
ment, however, there is little to choose between cultivating owners 
and agricultural labourers in India. 

It may be doubted whether artificial checks operate to limit 
the size of the family to any very large extent even in the case of 
those who follow the professions of law, medicine and instruction. 
In the case of all classes the size of the family in Indiat is 'deter- 
mined chiefly, and In that of rural population solely, by natural 
causes. Educationi is Westernising men, but there is no ^^ester- 
nising of women as yet. The birth rate, is uncontrolled in the 
towns in the saune sense in which it is uncontrolled in the villeiges. 

Death Rate 

A high birth rate necessarily meains a high death rate. We 
have seen that it is not possible to speak of any tendency towards 
a decline in our birth rate. No such tendency is exibited by death 
rates either, B ut dea^ r ate s in au^decadg de p^d upon t he cond i- 
ti^|i,el]ieal&. The death rates were lower in 192 1-30 than in the 
preceding decade; but they will probably be higher in the decade 
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1931-40. In a country where the growth of numbers is controlled 
by disease it is impossible to speak of any definite trend in death 
rates. 

A few examples of the fall in death rates in other countries 


are given below: — 

1881— -90 

1930 

Germany 

25-1 

in 

France • ' . 

22-1 

15-6 

Italy . . 

27-3 

14-1 

Holland 

21-0 

91 


In Ind ia the deat h r a te k towns is always higher ihan Jn 

r ural districts, the difference amounting to 4 5 per 1000. But 
in the influenza epidemic of 1918 the death rate in rural districts 
exceeded that in towns: 62'98 per 1000 in rural districts and 
56’ 76 per 1000 in towns. 

According to class, Hindus and Muslims show the same 
death rates, but those for Christies are distinctly lower. ‘ Fevers ’ 
claim the largest number of deaths, but the term is vague and covers 
all kinds of diseases. 

Towns in the United Provinces have generally the highest 
death rates. Between 1921-30 the death rate in Benares ranged 
between 46’10 and 66*81 per 1000. 

There is a striking contrast in death rates m cities and 
cantopnents: — - 


Deaths per 1*0(X). 

im 


City. 

CantoacMMit, 

Hyderabad . . 


30-52 

6-65 

Lucknow 

■ . . 

4711 

18-33 

Benares 


55-74 

12-04 

Fyzabad 


28-03 

7-20 


5. INFANT MORTAUTY 

Al<mg with the general death rale, the rate of infant mortality 
has heavily faliai in most Eurcqjean countries during the past 50 
years or more. The fall between 1871-75 and 1908 amounted 
to 21*5 per cent for France, over 34 per cent few Sweden, Denmark, 
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and Netherlands, and 44 per cent for Switzerland, In 1871-75 
infant mortality in Germany per 1000 children bom living was 
244— a little higher than our own average rate at the present time. 
The rate fell to 151 in 1913, 133 in 1921 and 85 in 1930. In 
1930, among European countries, Switzerland and Holland had 
the lowest rate of infant mortality — 51 per 1000. But Australia 
and New Zealand show still lower rates (41 aind 31 respectively in 
1931). 

These rates are so low as to be almost incredible. The 
average^or I ndiads about one-fi fth or 2 0 per cen t, which swnetimes^ 
rises to over 55 per cent in cities like Bombay. 

No marked fall in the infant mortality rate occurred in the 
decade 1 92 1 -30. 

Age-Distribution 
TABLE I 

Age-groups. (Males)® 

Germany (1925) France (1926) India (1931) 



No. 

Per 1000 

No. 

Per 1000 

No. 

Per \m 

Age*. 

(lOOO) 

males. 

(1000) 

males. 

(lOOO) 

males. 

0-10 

6,007 

192 

2,996 

155 

50,231 

278 

10-19 

6,420 

213 

3.281 

170 

37,613 

209 

20-29 

5,533 

183 

3,282 

170 

31,781 

176 

30-39 

3,992 

132 

2,540 

132 

25,765 

143 

40-49 

3,713 

123 

2,507 

129 

15,149 

84 

50-59 

2.915 

96 

2,205 

114 

9.284 

52 

60+ 

2,617 

87 

2,460 

127 

8,106 

45 

Totai 

30,197 


19.309 

* « 

177,929 



Age-distributimi ia India is also in striking omtrast to age- 
distrfcution in European countries. 

Our age-pyramid has the broadest base, and the narrowest 
top. The broad base is due to the large proportion of children 

*F<>r Cemmf attd France, see SiaU Ye^tt’hoo^ a/ iftc Le^igm of Natiom, 1932-33, ^ 
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(0—5) in our proportion — ^147 males per 1000 males, as com- 
pared with 95 in France and 91 in Germany. In the highest age- 
group (60 -f-) we have 45 per 10(X), as compared with Germany’s 
87 and France’s 127. 

Our age-pyramid is the most regular. In the case of France 
and Germany the munbers in the age-group 10 — 19 are greater than 
in the preceding group. The heavy drop in the second age-group 
in our case is due to the high rate of infant mortality. 

Germ 2 my had 234 in the first age-group in 1910, as compared 
vdth 192 in 1925 ; and France 171 in 1911 as compared vdth 155 
in 1926. The fall in each case is due to decline in the birth rate — " 
fewer children are born and therefore the proportion of children to 
■he total population has fallen. 

Age-distribution of the population fluctuates from decade to 
decade. If both the birth rate and the death rate are declining, the 
proportion of the population in the first age-group will decline, and 
that in the higher, particularly the last age-group rise. In Europe 
these changes are due to the deliberate action of man: voluntary 
limitation of births, improvement in conditions of public health and 
success in fighting disease which have increased the average duration 
of life. In India natural causes, or famines and epidemics, deter- 
mine the changes in the age-distribution of the population. For 
example, per 10,000 of tlie population there were in 188t 1318 
children (ages 0 — 5), 3010 adults (25 — 45), and 475 old men 
(60 and over). The proportion of children was below and of 
adults above the normal on accoimt of the famine of 1876-78. In 
1891 the proportion of children rose to 1409 and that of adults fell 
to 2969, The influenza epidemic of 1918-19 claimed a higher 
proportion of victims from the ranks of children and adults than old 
men, with the result that in 1921 there were per 10,(X)0 of the popu- 
lation 1202 children, 2947 adults and 507 old men. In 1931 the 
proportion of children increased to 1478 and that of adults and old 
men fell. The fall in the p-oportion of old men from 507 to 384 
does not signify that somehow conditions of life have suddenly 
become adverse to theni. It is largely due to the heavy increase in 
the popordon of chflcfeeti, ■ ' ^ 








Chart No. 8 Age Pyramids for India (1931) and England and Wales (1921) 


England and Wales (1921) 


Females 
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TABLE II 

AGE-UISTRIBUTION OF 10,000 OF EACH SEX IN InDIA 

MALES 



1881 

1891 

1901 

1911 

1921 

1931 

0—5 

. 1,318 

1,409 

1,254 

1.327 

1,202 

1,478 

25--~45 ■ . 

. 3.010 

2,969 

2,985 

2,981 

2,947 

3,835 

60 and over 

475 

462 

466 

485 

507 

384 


FEMALES 


0— 5 

. 1,419 

1,527 

1,339 

1,433 

1,316 

1,605 

25—45 

. 2,978 

2,931 

2,955 

2,931 

2,904 

2,724 

60 and over 

591 

573 

555 

555 

557 

406 


If we have a high proportion of children ((X — 5) at this time, 
then 10 years later there would be a higher proportion of boys of 10 
— 15 in the population than at present. If no epidemics visited us in 
1931-41, the proportion of children in our population in 1 94 1 would 
be lower, and that of old men higher than in 193 1 . 

Expectation of Life 

The expectation of life in India is much shorter than in other 
countries. 

At birth the expectation of life in India in the the case of aj 
male child in 1901-10 was 22‘59 years as compared with 43'97 
years in Japein, 48'53 years in England and 45‘84 years iii 
Norway, The striking difference between the figure 
India and those for other countries is due to bur abnormal rate of| 
infant mortality. But not only at birth, but jit all ages the expecta-| 
tion of life in India 15 less than Jii other civilized countries. Th.^ 
d^eyence is . not .wholly , accounted for by dimate. , , . p , 
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TABLE 


Expectation of Life, Males 


Age 

AH-Iodia 

Englaix] 

Age 

All-India 

England 


1931 

1921 


1931 

1921 

0 

26*91 

55*02 

50 

14*31 

21*36 

10 

36*38 

54*64 

60 

10*25 

14*36 

20 

29*57 

45*78 

70 

6*35 

8*75 

30 

23*60 

37*40 

60 

3*13 

4*93 

40 

18*60 

29*36 

90 

1*12 

2*82 


The expectation of life in India in 193 1 for all ages up to 80 
•was higher than in 1911. This would be regarded as a matter for 
satisfaction if we did not know that owing to the elimination of the 
weak and the unfit by the influenza epidemic of 1918-19 the popu- 
lation in the last decade contained an unusually high proportion of 
the fit and the strong. But the rapid growth of numbers in the last 
decade and the increase in the expectation of life are ephemeral 
phoiomena, i.e., the progress will not continue in the decade 1931- 
41. If, as there is much reason to fear, the growth of numbers is 
cut short in this decade by epidemics, the expectations of life fw 
1931-41 will be lower than those for 1921-31. 

The increase in the leading European countries has b^n steady 
and continuous. For example, the expectaticm of life at birth for 
a male child in Germany was 35 ‘58 years in 1871-72, 37*17 years 
in 1881-90, 40*56 years in 1891-1900 and 47*4 1 years in 1910-11. 
The rise in the expectation of life in Elngland and Wales between 
1871 and 1921 is shown by the following table: 


TABLE 

Expectation of- Life in England and Wale3 


Age 

1871 

Males 

1921 

1871 

Females 

1921 

0 

. . 40*4 

55*5 

43*5 

59*5 

5 

. . 49*8 

58*8 

51*9 

61*7 

25 

. . 35*4 

41*6 

37*5 

44*5 

45' 

.. 22*3 

25*3 

24*1 

27*8 

65 

.. 10*5 

, . 11*4 

11*2 

9*12 


(Source: Statistkd AbsWmiior ike Uniled> Kingdom, 1933) 
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A progressive increase in the expectation of life is a sign of 
improvement in the material conditions of well-being, and is, 
therefore, a reliable index of prosf>erity. Such tests of prosperity 
are inapplicable to India, and therefore we are accustomed to 
measure the increase in our prosperity by such standards as the growth 
of the stamp revenue or increase in litigation, and the growth of the 
excise revenue or increase in drunkenness. 

Sex Ratio 

The deficiency of females at birth is a well-known phenomenon. 

la.£jyLLO£S.mxpmtj:K5Jibfij?rsBQxiiQPjaf.b^.s^^^ 

feoE, iaJb.dk.lbc.rMio-Pfijr_a^ 

births is. jbout .lQS. In European countries, however, the death rate 
among females is much lower than among males, and consequently 
the proporticm of females to males in the higher age-groups increases, 
and in the total population there is an excess of females over males. 
In India there is an excess of females over males (both in the case 
of Hindus and of Muslims) in the age-groups 0—5, 20 — 25, and 
60 and over. In all other age-groups theKLis_an excess of males 
over females. Taking all ages together jheije were, per 1000 males 
954 females in 1911, 946 in 1921 1931. 

A deficiency of femeiles exists in all provinces, except Bihar 
& Orissa and Madras. The Central Provinces and Berm used to 
have an excess of females, but in 1931, this province also (for the 
first time) showed a slight deficiency of femsJes (998, actual 
population) . 

Among the larger provinces the deficiency is great^t in the 
Punjab: 





Proportion of females to 




1000 males 

1881 



844 

1891 



850 

1901 


■ ' 'fi'yy 

. ■ 854 " - 

1911 



817 

1921 



628 

1931 

. . 


831 





For the natural population of the Punjab the proportion was 
819 m 1921 and 824 in 1931. 

It isseen that this proportion increased from 1881 to 1901, and 
fell from 1901 to 1921. A slight improvement took place in the 
decade 1921-31. 

The greater dificiency of females in the Punjab is not explain- 
ed by deficiency at birth. The ratio per cent of male to female 
births in the Punjab (about 1 12) is indeed higher than the average 
for the whole of India, but Ajmer-Merwara shows a higher ratio 
than the Punjab, and the N.-W.F.P. beats all records in this respect 
with an average ratio of 129 male births to 100 female births in the 
last decade.® And yet the deficiency of females in both Ajmer- 
Merwara cind N.-W.F.P. is less than in the Punjab. 

We get no explanation from the Census Commissioner, Punjab, 
(1931) of the fact, which he notes, that of the major Indian 
provinces the Punjab has the smallest proportion of females. He 
suggests that perhaps “ the preponderance of males in the Punjab 
is due to its peculiar requirements ” — the Punjab being “ the gate- 
way and sword-hand of Indiai”^® But the N.-W.F. Province is 
the gateway and sword-hand of India in a still superior sense. How 
exactly the peculiar requirements of the N.-W.F. Province atfect 
the ratio of male to female births in that province is not known, but 
it is impossible to believe that fewer women as compared with 
N.-W.F. Province survive in relation to males in the Punjab on 
account of the political requirements of the Punjab. 

I The only possible explanation is that conditions of life are 

•'jhatder fw women than for men in the Punjab, as also in other 
Wovinces where a deficiency of females exists. 

The deficiency of females at birth is not a satisfactory explana- 
tion, for, as we hav eseen, such deficiency is a universal phenomenon. 
A higher death rate among boys who are constitutionally more 
delicate than girls, equalizes the proportions of the two sexes in 

: I ^ , 

proportion for N* W. F. Province is absurdly high and unreliable. It is 

'dcfe^e rcgistratioii ^ol female birth*. See Report for N. W. F. P., 1931 

J;;':' 79. ^ 

1' Punjab Reports 139. " 
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Europe by the time adolescence is reached and at the age of 4 or 5 
in India. After that, in European countries, mortality among males 
remains relatively high on account of their harder life, which is more 
exposed to risk than that of females. It is otherwise in India, and 
particularly in the Punjab. 

In the Punjab fewer females die up to the age of 5, There- 
after for all age-groups including 60 and over the ratio of female 
to male deaths is higher as shown by the table given below. Figures 
for N.-W.F. Province are added for the sake of comparison: 


Female deaths per 1 ,000 male deaths 


Age 



Punjab" 

N.W.F.P." 

0— ! 



968 

764 

1— 5 

1. • 


980 

896 

5—10 



1,083 

865 

10—15 



1,250 

890 

15—20 



1,267 

921 

20—30 



1,154 

1,072 

30—40 



1,200 

991 

40—50 



1,045 

873 

50—60 



1,000 

774 

60 or over 

f ,» 


1,082 

724 


That the Punjab should have a higher ratio of female to male 
deaths than the N.-W.F. Province is thoroughly disgraceful. 

How can the sex ratio be improved? The political require- 
ments of the province have nothing to do with the question. It is 
a question of taking proper care of female children, of raising the 
age of marriage, of avoiding too frequent births, of abandoning 
primitive methods of midwifery, of educating women and of treating 
widows better. 

Marriage 

The Census returns relating to marriage for 1931 are extra- 
ordinary, and such as we might well be ashamed of. Taking all 

W Punjab Report, 1951, p. 138. 

«N. W. F. P. Report, 1931, p. 57. 
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religions together the proportion of the married of ages under 15 per 
I, OCX) of each sex gradually declined from 1891 to 192! 

Married per 1,000 of each sex 

Males, Ages ' ' Females, Ages \ ^ 



0—5 

5—10 

10—15 

0—5 

5—10 

10—15 

1931 

.. 16 

79 

149 

30 

193 

381 

1921 

.. 6 

32 

116 

11 

88 

382 

1911 

.. 7 

37 

129 

14 

105 

430 

1901 

.. 7 

36 

134 

13 

102 

423 

1891 

.. 6 

36 

154 

13 

123 

495 


But the figures suddenly shot up in 1931. The combined 
Dxunbers for age 0 — 15 are given below: — 


Number of Married per 1,000 of those aged 0—15 years 

Males. Females. 

1881 


63 

187 

1891 


59 

170 

1901 


., 59 

162 

1911 


54 

156 

1921 


.. 51 

144 

1931 


77 

181 


The Sarda Act came into force a year before the Census, and 
hence the rush to marry off children. The figures show the power- 
ful hold of custom and religion on orthodox Hindus and Muslims — 
there was a parallel increase in the ratio of married children of both 
communities. 

Dr. Hutton believes that at the Census there was an attempt 
to conceal the age of girls married below 15. He estimates the 
lowest ratio of females eiged 0-15 who are married at 196 per 1 ,000 
instead of the census ratio of 181 per 1,000. About one-fifth of 
the total number of females w«c married at an age below 15. 

I In most European coimtries the percentage of men who marry 
ibelow the age of 20 is insignificant The average age of first 
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Showing the proportion of the unmarried, married and the thdowed in the 

POPULATION OF India (1931). 



Chart No. 1 i 






MOVEMENT OF THE POPULATION AND avIL CXINDITION 

marriage in the case of males and females in various countries is 
shown bdow :— 



Year 

Men. Age 

Women. Age 

Germany; . , 

1913 

27-5 

247 

France ^ 

.. 1906—10 

280 

237 

Italy- ' . ' 

.. 1911—14 

2T2 

23-6 

Switzerland 

o 

E 

o 

28-3 

25'8 

England and Wales 

1906—14 

27'4 

257 

Scotland . . 

.. 1906—14 

27-8 

25*8 

Netherlands' 

.. 1906—15 

27-6 

25-8 

Sweden 

.. 1906—13 

28‘8 

26-4 


The highest proportion of men who marry (first marriage) in 
Europe are between the ages 25-29 and women between 20-24. 

The proportion of widows to the population is much higher in 
India than in European countries. The privilege which Hindu 
widowers enjoy of remaurying, denied to widows, explains the high 
prc^iiion of Hindu widows, aged 15-40, 124 per 1,000, as com- 
pared with the figures for widowers — 43. The corresponding 
figures for Bengal are widoura 210, widowers 31, and for Muslims 
of India, widows 91 and widowers 36, v 

Towns AND Villages 

At the first generatl census of India in 1881 a town was defined 
as a “ collection of habitations where the inhabitants exceed 5,000, 
but are less than 50,000 ” — habitations where more than 50,000 
persons lived were classed as ‘ cities.’ All places containing less 
than 5,000 persons were treated as ‘ villages 

90*9 per cent, of the total population lived in villages and 9' 1 
per cent in town as defined above. “ Thus there are 10 villagers 
to every 1 townsman, the proportion in England being 1 :2,” wrote 
the Census Commissioner. 

At the census of 1891 the definition of a town was extended 
so as to include many of the smaller municipalities and other areas 
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which would have been classified as villages if the numerical standard 
of 5,000 had been strictly adhered to. 

A uniform definition of a ‘ town ’ has been used since 1901. 
A town includes ( 1 ) every Mxmicipality of whatever size, (2) all 
civil lines not included within municipal limits, (3) every canton- 
ment, (4) every other continuous collection of houses, permsuiently 
inhabited by not less than 5,000 persons, which the Provincial 
Superintentdent may decide to treat as a town for census purposes. 

Overgrown villages, even possessing a population of more than 
5,000, are not classed as towns. To be treated as a town, a place 
with a population of more than 5,000 must possess urban character- 
istics. In making their decision, the Census Superintendents are 
instructed to take into consideration “ the character of the popula- 
tion, the relative density of the dwellings, importance in trade and 
historic associations.”^® 

Towns of not less than 1 00,000 inhabitants are treated as 
‘ cities.’ 

Between 1911 and 1921 the population of towns of above 
50,000 increased 16 per cent, of towns of 20,000 to 50,000, 
7*6 pjer cent, while that of towns of 10,000 to 20,000 increased by 
only 0*7 per cent. The grow th pi the larger towns was thus atJtbe 
^qpense of the medium-sized towns. In Western India, which is 
industrially more advanced than any other part of India, the typ)es 
of places which lost to the cities were “ not the smaller villages but 
the middle-sized country towns.”^* 


Rural AND Urban Population, 1901 — 1931, Figures in 1,000 


, . ‘ 


1901 

1911 

1921 

1931 

Class I. 

100,000 & over 

6,635 

7,076 

8,212 

9,674 

Class 11. 

50,000—100,000 

2.931 

3.010 

3,518 

4,572 

Class III. 

20,000— 50,000 

5,474 

5,546 

5,969 

8,091 

CleissIV. 

10.000— 20,000 

5,975 

6,164 

6,221 

7,449 

Class V. 

5,000— 10,000 

5,993 

5,945 

6,223 

6,993 

aassVI. 

Under 5,000 .. 

2,176 

2,008 

2,333 

2,206 

Total To^ population 

29,184 

29,748 

32,475 

38,985 

Rnral Areas . . 

265,117 

285,408 

286,467 

313.852 















MOVEMENT OF THE POPULATION AND CIVIL CONDITION 


Number of Towns and Villages 


Towhs , , 

.. 1901 

1911 

1921 

1931 

Class I 

. . 31 

30 

35 

38 

Class ■ II • 

52 

45 

■ 54 

65 

Class in 

167 

181 

200 

268 

Class IV 

. 471 

442 

451 

543 

Class ,V ' - 

857 

848 

885 

987 

Class VI 

.. 570 

607 

691 

674 

' Totav . 

.. 2,148 

2,153 

2.316 

■v : .:2,575 

(Villages) 

.. 728,605 

720.342 

■685,665 

696,831 


Between 1921 and 1931 the population of towns of 20,000— 
50,000 increased most rapidly. Their population is now about 
double that of towns of 50,000 to 100,000, and is only a little less 
than the total population of 38 cities. The number of towns was 
increased in 1931 by the treatment of cantonments as separate 
entities ; formerly they were included in the adjoining towns. 

Between 1901 and 1931 the town population increased by- 
34 per cent and the village population by 19 per cent. In spite of 
the larger percentage growth of the town population, due to Ihe ^ 
growth of trade and industry, it is not possible to speak of any? 
urbanisation in India. 1 1 per cent of the total population lived ini 
towns in 1931, an increase of 0'8 per cent as compared with l921,> 
and 1 '5 per cent as compared with 1891. 


Urban and Rural Population: per cent of total 



Urban 

Rural 

1891 .. 

. . 9-5 

905 

1901 .. 

.. 9-9 

90-1 

1911 .. 

. . . 9-4 

906 

1921 .. 

.. 10-2 

89-8 

1931 .. 

. .. / ITD- ■ 

890 


The fall in the proportion of the urban population in 1911 is 
explained by plague, from which town? suffered more than rural 
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areas. At the time of the census of 19H the epidemic was raging , 
in several provinces and a large number of the regular inhabitants of 
many towns had gone away. 

The grcwth of towns is dependent upon the growth of 
industries. In view of the very slow development of Indian manu- 
facturing industries it is not surprising that, the progress of urbanisa- 
tion in India is slow. This progress has been very rapid in 
European countries, such as Germany, which is explained by their 
rapid industrialisation. In 1800 about 90 per cent of the popula- , 
tion of Germany lived in places with less than 5,000 inhabitants, , 
and only 10 per cent in towns. The growth of the town population, ^ 
particularly the population of cities, became rapid after 1850 and 
the pace increased after 1870. In 1850 there were in Germany 
only 5 towns with more than 100,000 inhabitants, 8 in 1870 and j 

48 in 1910. Between 1871 and 1910 the town population of j 

Germany increased from 14*8 millions (36M per cent of the total 
population) to about 39 millions (60*0 per cent) and the rural 
population decreased from 26*2 millions (63*9 per cent) to 25*95 ; 

millions (40*0 per cent) . j 

"The growth of the larger towns in Germany has not been, as 
in India, at the expense of the medium-sized towns, but chiefly at 
the expense of the villages. Between 1871 «md 1910 the percent- 
age of the populaticHi living in country towns decreased from 12*4 
to 1 1 *24 and that of rural territory (places with less than 2,000 
inhabitants), decreased from 63*9 to 39*98 per cent while the ^ 
percentage of flie population living in large towns (over 100,000) j 
increased from 4*8 to 2 1 *28 per cent. i 

In Austria 9 1 per cart of the populaticm iti 1 843 lived in places 
with less than 5,000 inhabitants, and 9 per cent in towns of over 
5,000. In 1910 the proportions were 72*8 and 27*2. Between 
1851 and 191 1 the town population of France increased from 25*5 
per cent of the total pc^ation to 44*2 per cent. The percentage 
of the pt^ulation livmg in towns (more than 8,000 inhabitants) in 
the Unit^ States of Amoica increased from 3*35 in 1 790 to 29*20 
Hi‘ 1890. Taking it town to be a place with more than 2,500 
inhal^aiits, the pmentage of the pc^ation of the United States 
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living in towns increased from 40*5 per cent in 1900 to 46*3 per cent 
in 1910. 9*2 Per cent of the total population of the United States in 
1910 lived in towns of more than 1,000,000 and 22*1 per cent in 
towns of more than 100,000 (Germany 21*28) . 

Housing 

The housing conditions in some of our cities are far from 
satisfactory. They are terrible in Bombay, the centre of the textile 
industry. “ At least 36 per cent of the population of the city,” 
says Dr. Hutton, “ suffer from gross over-crowding.”^® 

About 8 lakhs of persons or 74 per cent of Bombay’s popula- 
tion live in one-roomed tenements. Of these 2i lakhs live in rooms 
occupied by 6—9 persons each, 80, 1 33 in rooms of 1 0 — 1 9 persons 
each and 15,490 in rooms occupied by 20 or more persons to each 
room- 

The average density of a London County Borough is 37,568 
persons to the square mile ; the maximum density is in Southwark — 
97,088 to the square mile. Bombay’s density is 48,000, of Delhi 
City (Municipality) 58,273, and of Sikandarabad (UP.) 63,552 
per square mile. These average densities convey little idea of the 
congestion in certain parts of our towns. Three wards of Peshawar 
have densities of 121.600, 131.840 and 188,800 per sq. mile 
respectively; 177,000 persons live in the old walled city of Lahore 
at a density of 198,500 persons per square mile! 

In view of such congestion, and the dirt, filth and squalor in our 
towns, it is not surprising that epidemics, when they appear, spread 
very rapidly, and are so difficult to cope with. 

Literacy 

How do we stand in the matter of “illiteracy as compared with 
other countries? We lead the world. 
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Iluteracy according to Census Returns. All ages 1 0 and over 

Ptr cent of total 



Year 

'.Males 

Per cent 

Females 

Per cent 

Persons 

Per cent 

Africa — 

Egypt 

.. 1927 

76-9 

95-3 

857 

America— 

Canada 

.. 1921 

57 

4-4 

51 

us/ A. 

.. 1920 

6-0 

5-9 

60 

Mexico 

. . . . 

617 

67-6 

64-9 

Asia — 

India 

.. 1921 

83-9 

977 

90-6 

U.S.S.R. 

.. 1926 

33-1 

62-9 

487 


Europe— 


Belgium 

. . 1920 

66 

8-4 

7.5 

Bulgaria 

.. 1926 

25-3 

539 

39 7 

Spain 

.. 1920 

35'0 

50-2 

43-0 

Estonia 

.. 1922 

T2 

14-0 

10-8 

France 

. . 1926 

51 

67 

59 

Greece 

.. 1928 

25-4 

60-5 

43-3 

Hungary 

.. 1920 

10‘3 

15-3 

130 

Italy 

.. 1921 

-^23-5 

30-0 

26-8 

Latavia 

. . 1930 

12-2 

24-3 

I 8-8 

Lithunia 

.. 1930 

307 

34-4 

327 

Poland 

' >(■■*:■;■■■ 


29-4 

; :: ^ 357 :: 

327 

Portugal 

. . 1920 

56‘8 

72-8 

657 

Oceania — 

Australia 

.. 1921 


1-2 

17 




Egypt (1927) 


Bulgaria (1926) Poland (1921) 



France (1926) 


Showing THE PEOPORTION PER CENT OF ILLITERATE 


Portugal (1920) Greece (1928) 





SONS (coloured portion) in different countries^ all 


AND OVER. 
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In 1921 with 83*9 per cent of illiterate males and 97 7 per 
cent of illiterate females we led the world. The position did not 
change in 1931. The proportions for India for 1931 are 82 6 
per cent illiterate males (of all ages 10 and over) and 96 9 per 
cent of females of the same ages. The following table shows the 
number of literates of ages 5 and over. 


Total: population 


India. Millions 

296-3 

' Males 


153-8 

■ '.■Females ' ■■ 


142-5 

.Literate ' . . . 


28-1 ( 9 ' 5 ^^) 

Males ' , . « 


23-9 

Females 


4-2 

Literate in English 


3-7 ( 1 * 3 %) 

Males 


3-3 

Females 


0-4 


Statistical Appendix 
TABLE I 

Vital Statistics. British India 


Provinces. Millions 

230-0 

119-4 

110-6 

22-7 ( 9 - 9 %) 
19-5 
3-2 

3-1 ( 1 - 4 %) 
2-8 
0-3 



Ratio of 

Ratio of 

Ratio per 


births per 

deaths per 

cent of 


1000 of 

1000 of 

male to 


population 

population 

female births. 

192 i .. 

32-20 

30-59 

108-05 

1922 . . 

31-85 

24-02 

109-09 

1923 .. 

35-06 

25-00 

108-00 

1924 .. 

34-44 

28-49 

108-1 

1925 .. 

33-65 

24-72 

1081 

1926 .. 

34-77 

26-76 

107-7 

1927 .. 

35-27 

24-89 

107-9 

1928 .. 

36-79 

25-59 

1080 

1929 .. 

35-47 

25-95 

107-9 

1930 . . 

35-99 

26-85 

107-9 

1935 .. 

34-90 

23-60 

1080 
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TABLE 11 

Infant Mortality per 1 00 Births 




Maks 

Females 

1921 


20-5 

19-0 ■ 

1922 


18-3 

16-6 

1923 


18-3 

16-8 

1924 


!97 

18-0 

1925 


18-1 

16-7 

1926 


197 

’ 18-0 

1927 


17-4 

15-9 

1928 


181 

16-4 

1929 


18-5 

16-9 

1930 


. . 1 8-9 

17-2 

1935 

* • 

16-6 

15-2 



TABLE III 


Ratio of Deaths per 1 ,000 of the 

Population 



In towns 

In rural dis- 




tricts 

1918 


5676 

62-98 

1921 


33-33 

30-32 

1922 


27-41 

2300 

1923 


29-27 

24-58 

1924 

• * 

31-66 

28-18 

1925 


29-21 

24-27 

1926 


V- 32-52 

26-19 

1927 


2905 

24-48 

1928 


30-08 


1929 


31-42 

25-41 

1930 



26-52 

1935 


25-30 

23-40 

(Source; Siatktical Abstract for British India. 

Vital Statistics.) 
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TABLE IV 

Birth and Death Ratio in different countries. 

Per 1,000 OF THE Population of 1930 . 





Annual 

Annual 

Deaths , un- 


Birth rate 

.Death rate- . 

rale of ex- 

marriage 

der .1 .Yr, 




cess of births 

rale 

per I(XX> 
living births* 

Egypt „ 

457 

25-0 

207 

. . ' 

151 

U, S. Ae 

18-9 

11-3 

7-6 

9-1 

65 

British India 

32-9 

24-5 

8’4 


180 

Japan 

32-4 

18-2 

14-2 

>•9 

124 

Germany 

175 

in 

6-4 

87 

85 

France 

18-0 

15-6 

2-4 

8-2 

78 

Italy 

267 

141 

12-6 

7-4 

106 

Holland 

23T 

91» 

14-0 

.8-0 

51 » ' 

United . Kingdom 

16-8 

117 

5-1 

7-8 

63 

Roumania 

35-Ot 

19-4t 

15-6 

9'3 

1761 

Sweden : , . . 


117 

37 

71 

55 


TABLE V 

Size of Family by Occupation of Husband. 
All-India 

Average number of 
children born per family 


Total of all classes 
Cultivatiag owners 
Agricultural labourers 
Industry . . 

Public Administration 
Professions and Liberal Arts 
Religion 

Law, medicine and instruction 


.. 4-3 

.. 4-4 

.. 4-3 

4-2 

.. 3-9 

. . 4-3 

S2^ 
37 


* Lowest in Europe, Hipest in Eurt^^e. 

I Highest ia Europe, excluding Malta (297 per lOOO). 
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TABLE VI 

Size of Family by Community or Religion of Family 

• Average' niiml>er of 
cliildren bom per family 


Total . . . . . . 4-2 

Hindu . . • • • • 4‘3 

Sikh .. .. .. 4-1 

Jain • . • • • • 4’2 

Buddhist . . • . . . 3'8 

Parsi . . . . . . 4‘6 

Muslim . . . • . • 4‘1 

Christian . . . . . . 4'0 

Tribal .. .. •• 5-0 


TABLE VII 

Size of Family by Provinces and States* 

Average number of 
childlren born per family 


Total .. .. 4*2 

Baroda State * . . . . . 5'7 

Bengal . . • • • • 6*0 

Bombay .. .♦ 4*0 

,C I.: 'Agency . * ■ . . . . 3*5 

C, P. k Berar . . . . . . 4*0 

Cochin State , . . , . . 3*8 

Gwalior State . . , . . . 6*2 

Jammu 6t Kashmir State . . . . 5*7 

Mysore State . . . . . . 4*4 

;,P%iijab . . ' •■.. ^ ' ,.3'9' 

Delhi .. 3*5 

..'Ttavaawc' Slate-:'.',"';:."'"''':', " 


*^No mforroatioii is aviuIaWc about United Provinces, Madras and N. W, F*, 
Province, 'tbe mmtm of these statistics is Fertility Tables given as Appendk I to 
Omm of Incia, Wh Vol I, Part 11' (Tables). 
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TABLE VIII 


Population of Capital Towns in 1 .000 



1931 

1901 

1872 

Calcutta 

1.193 

848 

633 

Patna 

160 

135 

159 

Bombay 

1.161 

776 

644 

Madras 

646 

509 

398 

Rangoon 

399 

235 

99 

Allahabad . . 

174 

172 

144.^ 

Delhi 

447 

209 

154 

Lahore 

400 

203 

125 

Nagpur 

215 

128 

84 

Peshawar 

87 

95t 

77t 

Agra 

205 

188 

149 


t Includes cantonment. 
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CHAPTER in 

THE MALTHUSIAN DOCTRINE AND OVER- 
POPULATION 


In book 11, Chapter XIII of his Essa)) on Population Malthus 
thus summed up his conclusions regarding the growth of numbers : — • 

“ The increase of population is necessarily limited by the 
means of subsistence: 

“ Population invariably increases when the means of subsist- 
ence increase, unless prevented by powerful and obvious checks: 

“These checks, and the checks which keep the population 
down to the level of the means of subsistence, are moral restraint, 
vice and misery.” 


This Natural Law of the growth of population, as Malthus 
regarded it, has not been universally accepted. Malthus’ doctrine 
found many opponents in his own time, and in more recent times, 
that is, towards the close of the 19th and the beginning of the 20th 
century. Malthus has been severely criticised by economists of note 
in Germany and elsewhere. One of them. Dr. Franz Oppenheimer, 
goes so far as to say that Malthus’ Elssap is not a work of genuine 
scholarship, that there is in Malthus a complete lack of logical 
ability, and that it is almost a physical torment to wade through the 
Essflp wih its endless repetitions, etc.'*' He gives two reasons to 
explain the popularity of the Malthusian doctrine and the 
importance which it acquired. Firstly, the theory absolved 
the bourgeoise from all blame for the crying misery of 
the working classes, and made a Natural Law responsible for it. 
Secondly, Malthus has been misinterpreted, and the theory which 


* 04» RevSlkerungtguelz (ie< T. R. Mallhus und der neuren Nationalokonomie, by 
; ; Dr. Erani Oppenheiiaer, p. 64. 
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is tauglit in his name in Germany is not altogether devoid of sense 
— it is an opponent worthy of Oppenheimer’s steel, whom he 
proceeds to demolish. 

Karl Marx preceded Oppenheimer in condemning the 
l^atural Law of Malthus as a partisan doctrine. It suited the 
interests of the ruling classes whom Malthus glorifies, says Marx, 
to explain overpopulation as the result of the eternal laws of nature, 
rather than of the historic natural laws of capitalistic production.'^ 

On the other hand, the Malthusian doctrine has found many 
supporters in all countries, the most prominent among them being 
John Stuart Mill (1806 — 1873) in England, Say (1767— 
1832), Sismondis ( 1 773— 1 842) and Quetelet ( 1 796— 1 874) 
in France, and Rau (1792 — 1870) and Robert von Mohl 
(1799 — 1875) in Germany. As regards the influence of this 
tlieory it will be sufficient to say that the reformed English poor 
law of 1834 was the result of Malthus’ teaching, and that in 
Germany, Austria and Switzerland legislation was enacted in the 
first half of the 1 9th century with the object of discouraging 
marriages among the working classes, permission to marry being 
given, as in Wiirtterriberg, only if it could be shown that the 
couple intending to marry possessed adequate means of subsistence. 

In England Dr. Marshall accepted the Natural Law of 
Malthus, and gave him “ a place among the founders of historical 
economics.” He held that the second and third steps of Malthus’ 
argument though “antiquated in form” were “still in a great 
measure valid in substance,” and concluded: 

“ It remains true that unless the checks on the growth of 
population in force at the end of the 19th century are on the whole 
increased (they are certain to change their form in places that are 
yet imperfectly civilized) it will be impossible for the habits of coiri- 
fort prevailing in Western Europe to spread themselves over the 
whole world and maintain themselves for many hundred years.” 

^ Das Kapiiah p. 466 (Ka«tsky*$ edition of 1914 ). 
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Assuming the population of the world to-day to be one and 
a half thousand millions cuid the rate of increase to be 8 per 1,000 
annually, Dr. Marshall calculated that in less than 200 years the 
population of the world will amiount to 6,000 millions. Allow ing 
for improvements in the arts of agriculture. Dr. Marshall thought 
that “the pressure of population on the means of subsistence may 
be held in check for about 200 years but not longer.”* 

Similar calculations have been made by others. 

The question of food supply is no longer local, as it was in 
India before the opening up of the country by the railway and the 
linking up of our ports with foreign ports by means of the steamship. 
A l ocal shortage of food cam be easiily, remedied. by imports. 
mistrial, countrj peed pot depend pn„her own production, for .feed- 
ing.. her pop ula t ion . India may import food p.s„ .ea^^^^ as. .any 

itjdustrial country, prayided she. has. the means of paying^ fpx.the 
imp orts . 

With the enormous increase in the world-production of food 
and the improvement and cheapening of the means of transportation, 
the meaning of the word famine has changed. 

Malthus admitted that the principle of population could not 
absolutely produce a famine, but, he insisted, “ it prepares the way 
for one, and by frequently obliging the lower classes of people to 
subsist nearly on the smallest quantity of food that will support life, 
turns even a sight deficiency from the failures of the seasons into a 
severe dearth; and may fairly be said to be one of the principal 
causes of famine.”’- That was true of the past. It is no longer 
true to-day; any famine-stricken part of India can easily import food 
frc«n other parts, or from foreign coimtries. Poor people may still 
die of want, or be carried off by cholera and ‘ fevers ’ which follow 
in the wake of famine. But they do not die because of lack of 
food. They lack the means of buying it — ^which is different. 

The amount of food is determined by physical conditions 
governing production, the ability to buy it and by t he distribution 

* Principles of Economics, p. !60. 

Bcttany*s e<i (1880), p, 2^. 
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of wealth, Malthus’ principle of population was based on the 
quantity of food produced relatively to the growth of numbers. 
The principle of population which is in operation in India at the 
present time has more reference to the distribution of wealth and 
income than to the amount of food produced by India. 

The growth of numbers in Germany and France since 1880 
has been in defiance of the Malthusian law. With the help of facts 
and figures Prof. Paul Mombert has conclusively shown^ that 
between 1 880 and 1 9 ! 0 the economic development of Germany was 
proceeding more rapidly than the growth of numbers, and that in 
consequence the standard of living of the population rose. The 
economic progress of France in this period was slower than 
that of Germany, but still the rate of progress was more rapid than 
the growth of numbers. The increase of population amounted to a 
bare 2 millions in France, while it exceeded 22 millions in Germany, 

The figures for the United States for the period 1849 — ^99 are 
still more significant.® The population increased from 23’3 millions 
to 76' 1 millions (about 3*3 times), labourers employed in manufac- 
turing industries from 937,000 to 5,306,000 (about 5'7 times), 
the work done by machines from 2,346,000 horse-power in 1869 
to 10,098,000 horse-power in 1899 (4‘3 times) and the value of 
industrial production from 1 ,051,000 dollars in 1849 to 15,476,000 
dollars in 1899 (about 15 times). In view of these facts it is im- 
possible to maintain that when means of subsistence increase, the 
population must increase so rapidly as to press against them, unless 
“ prevented by obvious and powerful checks.” In progressive 
countries no such law is in operation. The growth of numbers may 
be accompanied by a constantly rising standard of living. 

Then, as we have seen, the rise in the standard of living calls 
psychological forces into operation which tend to reduce the birth 
rate. The fall in the birth rate in Western Europe has not been 
produced by the Malthusian law. It is the product of a particular 

^ Bevoelkenin^sentSDicklang and Wirtschaf ligeshllung, Leipzig. 1932, Chapter III. 

® IMd., p. 17 . 
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iBentality— of the capiteilist spirit, as Dr. Ungern-Stemberg 
puts it.* 

Relative AND Absolute Overpopulation 

Referring to the increase in numbers which is made possible by 
the growth of trade and industry and other factors Schmoller said: 

“In view of what has been said above it will be readily 
admitted that there was no overpopulation in the absolute sense at 
any time in the past, nor is there overpopulation in this sense at the 
present time, in so far as we understand by that term a population 
which cannot live in its territory in spite of a most complete and 
rapidly progressing technique, transportation system, colonisation, ^ 
and moral and social organisation. These assumptions were almost 
never or only very rarely realised. The practical question essen- 
tially is that of actual or threatened relative overpopulation, i.e., 
such density of population as would make its pressure felt in view 
of the existing conditions of life and economic prospects.”® 

[ It is impossible to say whether any country, or any province of 
pndia, is overpopulated in the absolute sense. Japan maintains a 
population of 64,450,000 on an area of 382,000 sq. km., or a 
popualtion equal to that of Germany on an area 1 9 per cent less than 
that of Germany (469,000 sq. km.) Is Japan overpopulated in 
the absolute sense? Who can say? If she is able to acquire more 
Chinese territory, if her trade and industry continue to grow as 
they have done since the war, Japan may well be able to support ^ 
a population of 100 millions at a higher level of comfort and 
efficiency than at present. Bengal has a population of 50 millions, 
but, as the Census Superintendent of Bengal suggests, she might 
support a population of 1 00 millions without any fall in the standard 
of living if the total cultivable area were brought under cultivation 
arsd the yield per acre increased 30 per cent. Conceivably scientific 
cultivation may double the present yields ; conceivably the industrial 
output may be quadrupled. Bengal is not overpopulated in the 

^ Uogerii"Steriib«rf regar<fe social amHtion, a product of the capitalist spirit, as 
muSG €a^mm of the fall in dio birdi rate. See Die VfSGchen des CehurienfuccI^gan^GS 
im eufop. Kuliufl^rekt.p^ 319* ' ■ . 

^ ^Cfmndrh$ hr Vplks^kUchufldekre^ 1920, VoL I, p. 189. 
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absolute sense. The question of the ojgmiuin .population, that a 
country can support can never be answered definitely, for the 
possibilities of economic development, colonisation and commercial 
expansion cannot be exactly estimated. 

A more practical question, as Schmoller said, is that of relative 
overpopulation, or overpopulation with reference to existing 
economic conditions. Now economic conditions are constantly 
changing: there are swings of prosperity and adversity, of economic 
advance and retrogression. It follows that overpopulation in the 
relative sense is a phenomenon which is consteintly appearing and 
constantly disappearing. 

It has been suggested that the term ‘ temporary ’ overpopula- 
tion may be used in place of relative overpopulation, since it can 
never be said that overpopulation under any given economic 
conditions is a permanent phenomenon," Mombert says:' 

“ All phenomena of overpopulation, whatever be their causes, 
are of a temporary nature. We can never say that overpopulation 
is permanent because we are able to form no idea of its further 
development.” 

But the word ‘ temporary ’ may mean various things — a very 
short, or a very long period. Over or under-population due to an 
unfavourable conjuncture will be of a very short duration. Such 
over- or under-population Mombert prefers to call ‘ fluctuating 
over- or under-population.’ He contrasts this with temporary over- 
or under-population of longer duration which is connected with 
problems of wealth-production. Fundamental changes in the 
structure of industry exercise a more enduring influence on the 
movement of population than changes due to conjunctural oscilla- 
tions of demand. 

The Malthusian Law and India 

We have seen that the growth of numbers in the progressive 
countries of Europe and" in the United States of America doring 

■ ^ Bcvoeikermt^slehre by Prof. Paul MombeU, Jena.'' 1929,. p, 264 
BeVeol^erungseni%.ickliing und WtrischcftsgcsiaUmg, pp, 7-8. 
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the past 50 years or more has not been governed by the Malthusian 
Law. What is the situation in India ? 

The main facts regarding the population of India are knownf 
to the reader. Our birth and death rates are high. The! 
pressure on agricultural resources is steadily growing. Marriagej 
is universal and the production of children uncontrolled. A great 
majority of the population lives not only near the margin of ba|el 
subsistence but below it. The reaction to disease is extravagant. '^ 
And, finally, the movement of population is very peculiar, rapid 
increase in one decade being followed by much slower increase or 
practically no increase in the following decade. t 

Anyone who considered these facts would unhesitatingly 
declare that the Malthusian principle was at work in India. 


Maithus’ references to India form some very interesting 
reading. Evidently Maithus had no direct knowledge of India, 
his information about customs relating to marriage in India being 
derived from Sir William Jones’ translation of Manu’s Dharm 
Shastra. He refers to the strict precepts relating to the govern- 
ment of the passions in Manu, and among the preventive checks to 
population he mentions the division of the people into classes or 
castes, and the difficulty of changing the traditional occupation of 
the cast. He takes note of the custom that the elder brother must 
marry before younger brothers are allowed to marry, and of the 
difficulty with which the choice of a wife is attended, considering 
diat, according to Manu. girls with too little or too much hair, who 
are too talkative, who have bad eyes, a disagreeable name or any kind 
of sickness, who have no brother or whose father is not well known, 
and many others, are to be avoided. Maithus concluded that the 
preventive check was not absent in India. But he observed that earlyl 
marriage was the rule in India, which led every person to marry 
“ who could Io<dc forward to the slightest chance of being able to ' 
maintain a family.” “ The natural consequence of this was,” he 
continues, “ that the lower classes of people were reduced to 
extreme poverty, and were compelled to adopt the most frugal and 
scanty mode of sulKistence. . . . . .The population would thus be 
IMressed hard against the limits of the means of subsistence, and the 
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food of the country would be meted out to the major part of the 
people in the smallest shares that could support life.”* 

In such a state of things the population would sutfer terribly 
in seasons of scarcity of food, and in epidemics which Maltbus 
regarded as “ the consequences of indigence and bad nourishment. 
The positive checks to population would chiefly affect the lowest 


class. . ■ ^ _ — 

As regards disease, Malthus pointed out that the principal 
victims were always the lower classes, who were badly nourished 


and who lived crowded together in small and dirty houses. In 
what other meinner,” he asked, “ can Nature point out to us that 
if we increase too fast for the meeins of subsistence so as to render 
it necessary for a considerable part of society to live in this 
miserable manner, we have offended against one of her laws? t 

While the movement of our population is governed by the 
Malthusian Law, it may be again insisted that the problem is not 

merely one of production. If. all the ipod. that India prpd^^ 

were equally distributed, every (me would have, e^ 
proba bly a small surplus would be left oyer. India makes annually 
500 crore yards of cloth, and consumes annually about 600 crore 
yards, including imports of about 100 crore yards. If this cloth 
were equally distributed, the average villager would be better 
clothed than he is — ^he possesses little more than the rags he stands 
up in. Given the amount of wealth produced, the existing system 
of distribution, the number of the inhabitants, and their habits and 
customs relating to marriage, it would have been surprising if the 
Indian population had increased as rapidly as that of most Euro- 
pean countries between 1870 and 1910. 

It has been estimated that possibly a fourth of the population 
of the United States is underfed in a normal year.® The American 
standard of feeding is probably different from our own. 
Considerably more than half the population of our villages is 
underfed according to Indian standards, and it is not imlikely that 


^ Essay p. I(B (Bcttaay’s Edition published in I860), 
t p. 442.^ 

^Pr^Uem P&puhiwnf edited by Fitt-Rivers, jp. 3^4 
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the proportion reaches about 75 per cent in many parts of India at 
the present time. A recent investigation, of an official nature, has 
shown that in the Punjab, Assam, Madras, the United Provinces 
and Bihar and Orissa only one-half of the agricultural population 
is in a position physically to withstand the onslaught of disease.® 
The percentages of those ‘ poorly nourished ’ and ' veiy badly 
nourished ’ in the major provinces are estimated as follows: 



‘ Poorly nourished.’ 

‘ Very badly 
nourished.' 


Per cent of total. 

Per cent of total. 

Punjab 

. . 38 

20 

United Provinces 

39 

21 

Central Provinces 

50 

18 

Bihar and Orissa 

40 

18 

Bengal 

. . 47 

31 

Madras 

33 

18 


The ‘ very badly nourished,* we sure told, may economically 
be said to the already dead. 

India is overpopulated in the relative sense. There is no 
doubt about that. 

But our relative overpopulation is not of the conjunctural 
kind. Neither can we speak of fluctuating over- and under-popula- 
tion in India in the whole period 1872 — 1931. There has been 
relative overpopulation throughout the past 60 years, as shown by 
the irregular rate of increase, due to the strong reaction of the 
population to famine and disease. 

Symptoms of Overpopulation 

In an agricultural country famine may be regarded as a 
worsening of conjxlncture.. But the connection between famines 
and overpopulation is not so intimate as Malthus thought. There 
was hrtavy famine mortality in 1876—78. It might be said that 
dus famine mortality was an indication of extreme pressure on the 

^ this micrettiftg mv«8%atio» has not been piiUwhe<l* A mmm&ff 
k Tfes CM md 0 / dated May 25» 1933* „ 
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land and therefore a symptom of overpopulation. But even if a 
square mile of cultivated area supports only 50 persons, provided 
food cannot be imported from outside, a widespread failure of the 
rains (in the absence of canals and other artificial means of 
irrigation) must cause starvation and death. If density is light, 
fewer people die — that is all. famine m ortality ■alw ays .a 
reliab le sympto m of overpopulation, for under certain conditions 
famine mortality may occur in an under-populated country, and 
under other conditions (as in India at present) , there may be no 
direct famine mortality in spite of overpopulation. 

A fall in the standard of living of large masses of the popula- 
tion is the inevitable consequence of a rapid increase of numbers 
when the economic resources of a country fail to expand 
correspondingly. 

A fall in the standard of living weakens the disease-resisting i 
power of the people. The reaction of the population to disease is’ 
suggested by Indian experience as a reliable test of overpopulation. 

As we have seen, the masses in India are peculiarly susceptible 
to the attacks of epidemics. In this respect there has been no 
change for the better during the past 60 years. Epidemics are 
some of the most powerful “ correctives of the redundancy of 
mankind,” and their prevalence in India shows that the country is 
overpopulated. Since epidemics (aided or unaided by famine) 
have played an important role in determining the growth of mmibers 
in India since 1872, it may be concluded that overpopulation in 
India is of an enduring kind. One might even speak of permanent ; 
overpopulation in India. For tmless there is a radical change of 
economic system and in the economic conditions in this country, no 
large change in the reaction of the masses to disease can be 
expected. 

The Indian Census Commissioner for 1 92 1 did not admit 
that there was a connection between the prevalence of disease in 
India and the economic circumstances of the people. The annual 
fluctuations of the birth and death rate in his view were ” probably 
much more dependent on the intensity of the onslaught of the 
principal diseases, due to conditions of climate and environment. 
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than on any supposed variation in the resisting power to them of 
the people owing to economic circumstances.”^® 

It would be difficult to establish a connection between the 
mcrease in the death rate in any year and the economic conditions 
of that or the preceding yezn. The influenza epidemic (1918-19) 
indeed came at a time of widespread crop failures, but the two 
preceding years were years of bumper crops. No epidemic is 
directly caused by crop failures or poverty, but when an epidemic 
does come, the economic circumstances of the people have an 
important share in determining their reaction to it. 

Mr. G. F. Hardy, who wrote the actiiarialjeport on the Census 
of 1881, was struck by the large proportion of children and the 
small number of old persons in India. That pointed to a high 
death rate and a low rate of increase per annum — “ about one-fourth 
less than the English rate of increase.” “ Hence a merely general 
view of the age tables demonstrates the fact,” said Mr. Hardy, 
“ that the death rate in India is considerably higher than in England 
and consequently, that the average duration of life must be shorter, 
conclusions which are confirmed by the more detailed exammation 
to which the materials available have been subjected.”^ 

He did not consider the higher death rate to be “ entirely the 
effect of periodical visitations of famine and epidemics ” as in years 
which were entirely free from these scourges the death rate still 
remained very much higher than the average death rate in England, 
He thought that a large part of the additional mortality was the 
effect of climate and the general sanitary conditions of the coimtry. 
“ On die other hand, however,” he said, “ it is not at all improba- 
ble that it is partly caused by deficiency of stamina in the native 
races as compared with the English. Not only are vast numbers 
of the poorer classes unfed, but they are descended from generations 
subject to the same disadvantage, and thus inherit constitutions less 
robust from the first than those of European races, and at the 
same time having, unfortunately, to contend against greater odds 
m the struggle for existottce.”t 

R&pmif Vo-!. I* 55* - ^ , 

^ Giww’ ■ I68f, 172* 
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The population problem is a grave one. But it is ignored 
both by the Government and public leaders. 

In a country where considerably more than half the total 
village population is underfed, the main burden of provincial 
administration rests on the cultivator. 

No attempt has been made by Government to reduce the 
pressure on the soil by diverting surplus population in the villages 
to towns. The Famine Commission of 1880, which examined the 
experiences of the devastating famine of 1876 — -78, drew pointed 
attention to the necessity of developing non-agricultural sources of 
livelihood. But it was not until 1924 that India adopted discri- 
minating protection as her tariff policy. Till the outbreak of the 
Great War we levied a 5 per cent duty on imports for revenue 
purposes, and the Indian cotton-mill industry paid an excise duty 
till the year 1926. 

The Government is taking a keen interest in the development 
of cottage industries, and prominent public men are associated with 
the rural reconstruction movement. But charkha, khaddar, and 
gur-making will not solve the population problem. It is ridiculous 
to think that cottage industries can be revived when machine-com- 
petition is growing in intensity, or that any change can be induced 
in the reaction of the village people to disease by adding “ a few 
pies ” to their daily income. 

The Problem of Distribution 

Much of the present economic distress in India and other 
countries is due to mal-distribution of wealth. 

The fall of prices, which has produced such ruinous conse- 
quences for India and other agricultural countries, is attributed to 
overproduction. But in view of the large unsatisfied demand in the 
world for almost everything, this overproduction must be under- 
stood in relation to effective demand. Production has not 
exceeded the limits of human consumption; probably it never will. 

When production exceeds effective demand and prices fall, 
the balance between production and consumption may be restored. 
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and a rise of prices brought about, in one of two ways: (a) 
stimulating demand by increasing the purchasing power of the 
masses or (b) reducing supply. 

Restriction of production is an old and tried method. There 
is no doubt whatever that if production is sufficiently restricted, 
prices must rise. 

But restriction of production implies that producing capacity 
is not fully utilized. It is a retrograde step. Science and invention 
have created the means of lessening human toil and increasing 
human comfort. A fall of prices enables the poorer classes to 
share in the gains of progress, and is, therefore, a matter for 
rejoicing. When an attempt is made to raise prices by the restriction 
of production, undeserved injury is inflicted on the consumer. 

A way of escape from our present difficulties, which has been 
suggested, is return to the simple life, a state of things in which 
wants are few, and each family is self-sufficient, producing largely 
what it consumes. At the present time even village economy is not 
self-sufficient. A return to the simple life of pre-historic times 
is not inconceivable, but for that we have first to isolate ourselves 
from the rest of the world. 

It deserves to be emphasized that even if the isolation of India 
from the rest of the world were possible, the simple life would be a 
life of greater poverty and hardship for the masses than at present. 

The right way of restoring the balance between production 
and consumption is not by capitalist sabotage, or reversion to hand- 
power, which is an attempt to sabotage civilisation, but a better 
distribution of wealth. 

This is generally recognised. The world has not turned 
socialist but even in coimtries which may be described as strong- 
holds of capitalism, it is beginning to be felt that a crisis such as 
the present cannot be overcome without stimulating mass 
consumption. 

Take, for example, the American plan of recovery. The 
^at national effort to stimulate consumption was an essential part 
of the plan. Presidenl Roosevelt is not a socialist, but on signing 
the National Industrial Recovery Act he said; 
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“ The law that I have just signed was passed to put people 
back to work— to let them buy more of the products of the farms 
and factories and start our business at a living rate again. It seems 
to me to be equally plain that no business which depends for exis- 
tence on paying less than living wages to its workers has any right 
to continue in this coimtry . . . . . .and by living wages I mean more 
than a bare subsistence level— I mean the wages of decent living.” 
And “ decent living,” said the President, “ widely spread among 
our 125,000,000 people, means the opening up to industry of the 
richest market which the world has knovm.” 

Decent living, widely spread among our 353,000,000 people, 
will mean the creation of a market for the products of our large-scale 
industry far bigger than the United States. 

There is a growing consciousness throughout the world of the 
grave inequality in the distribution of wealth under the existing 
system, and of how this inequality restricts the purchasing power 
of the masses. Even from the point of view of the capitalist it is 
desirable to bring about a more equitable distribution of wealth. For. 
it is easy to produce more and more goods, but it is difficult to sel! 
them when the masses have little purchasing power. In thi.? 
connection the reader’s attention may be drawn to an interesting 
article in the London Spectator of December 21, 1934, by 
Mr. Thomas Bums. The author is a young capitalist who fails 
to imderstand the policy of his elders. He blames them for having 
landed us ” in this grand economic muddle we call Modern 
Capitalism.” There are moments when he despairs of “ the 
idiocy ” of his elders. “ Modem capitalism,” he says, “ never 
fails to produce enough goods : it continually fails to produce 
enough customers.” The young capitalist bewails the loss of 
England’s old customers. “We must at all costs find new 
customers. We shall find — I am finding — some useful ones among 
our Imperial connection.” But in her own population England 
has a “ far vaster reservoir of customers ” — if their purchasing 
power can be increased. Referring to the 50 million inhabitants 
of the British Isles the young capitalist says : “ The vast majority 
of thou are still only to be described as poor: they have not 
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sufficient purchasing power to satisfy their reasonable needs: their 
poverty, I, the young capitalist, regard as at once my greatest 
opportunity and my greatest menace. If their poverty has not been 
changed in the next few years into a reasonable measure of wealth, 
then capitalism will be swept away into the limbo of futilities, and 
rightly so.” 

If the vast majority of the 50 million inhabitants of Britain 
are still only to be considered ‘ poor,’ is there any word in the 
English language which adequately describes the economic 
condition of the vast majority of our 353 millions? 

Distribution of Wealth in India 

It is sometimes thought that wealth is more equitably 
distributed in an agricultural than in an industrial country. But 
the distribution of wealth in India is inequitable enough. 

The Punjab is an agricultural Province and the chief source 
of our wealth is land. How is land distributed among owners in 
this Province? 

The following figures have been taken from a publication of 
the Board of Economic Inquiry, Punjab, entitled The Size and 
Distribution of Agricultural Holdings in the Punjab (1925). The 
author is Mr. H. Calvert, I.C.S., who was then Registrar of 
Co-operative Societies: 

Owners No. Per cent of Lanti owned. Per cent of 



(ICOO) 

total owners 

acres (1000) 

total land 

I . . 

625 

17-9 

313 

1 

II .. 

.. 1,428 

40-4 

3,200 

11 

Ill .. 

919 

26-2 

7,753 

26-6 

IV . . 

313 

11-8 

10,300 

35-6 

V .. 

121 

37 

7,452 

257 

Total 

.. 3,406 

1000 

28,818 

999 


The estimates arc not exact, but they indicate sufficiently 
clearly the manner in whidi land is distributed among owners in 
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the Punjab. Take the first two classes together. Roughly, over 
58 per cent of the owners own only 1 2 per cent of the 
cultivated area, while less than 4 per cent of the biggest owners 
(class V) own a little more than one-fourth of the cultivated area. 

If we take the last two classes together, it is found that more th«in 
61 per cent of the cultivated area is owned by 15’5 per cent of the 
total number of owners. 

The smallest owners, 1 7‘9 per cent of the total, possess less 
than I acre of cultivated land and class 11, 40‘4 per cent of the 
total owners, possess from 1 to less thsui 5 acres. Thus more 
than half of the owners possess less than 5 acres each. 

The smaller owners take extra land for cultivation from 
bigger owners. From this point of view there is not much to 
choose between tenant cultivators and the smallest owners. 

Landlordism as a factor affecting the distribution of wealth 
is of considerable importance in the Punjab. According to 
Census figures ( 1 93 1 ), taking male earners alone whose principal 
occupation is agriculture, there are in the Punjab about 2 lakhs of ■ 
non-cultivating piroprietors who live on rent paid in money or kind, 
as compared witk 1 7 lakhs of cultivating owners, 1 1 lakhs of tenant 
cultivators and 5 leikhs of agricultural labourers. Those who live 
on rent form only 5 "4 per cent of the total sub-order (a). 
Cultivation (35’4 lakhs) , but the actual distribution of land cunong 
owners shows very great inequalities. It limits the purchasing 
power of smaller owners and of tenant cultivators. 

Landlordism is of much greater importance in the United 
Provinces and Bengal. 

Mahatma Gandhi’s idea is to bring about a better distribution 
of wealth in our villages by making the land-lord trustee of the 
welfare of tenants. Meihatma Gandhi’s mistake lies in interpreting 
human nature in his own terms. The only real solution of the 
problem of distribution consists in a change of system which makes 
the State the universal trustee. 

In socialist planning — economic as well as cultural — lie our 
hopes of progress. Cultural planning will enducate the masses and 
lead them to take a rational view of life, and particularly marriage. 
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Under existing conditions we spend about 45 crores on the Army 
and 12 crores on the police, but there is no money for mass edu- 
cation. Poor, illiterate and ignorant as the masses are, their 
passions are easily inflamed by communal leaders, and from time 
to time India celebrates orgies of communal rioting, murder, and 
arson. Communal leaders are no common men. They enjoy rank 
and titles, and are honoured by Government. Mass education, 
combined with a rational view of life, will lead to the limitation of 
births, and incidentally solve the communal problem. A State- 
planned, State-directed and State-controlled system of production 
may in less than a generation build up a sound industrial system on 
modern lines, withdraw surplus labour from the villages, thus 
reducing the growing pressure on the land, and modernise 
agricultural methods. A greater production of wealth, and a 
better distribution of it are the real means of saving the peopM 
from epidemics. 

A rise in the standard of living of the masses will create in 
them a desire for a higher and richer life. No one wants numbers 
to grow recklessly in this country. An enlightened, well-fed, 
well-clothed and properly housed population of 150 millions is 
better than a crowd of 353 millions, most of whom do not know 
the meaning of education and culture, are economically speaking 
more dead than alive, and exist only as balidan for epidemics. 


CHAPTER IV 


agricultural production 

AND RELATED PROBLEMS 

The following table shows the average yield of the principal 
crops in 1910-1 1 to 1914-15. 1928-29 to 1932-33 and actual yield 
in 1932-33 and 1936-37. 

Yield of Principal Crops 


Rice, million tons . . 

Wheat, million tons 
Sugar (raw), million tons 
Tea, million lbs. 

Cotton, million bales ^ 

Jute, million bales . , 

Linseed, 1 ,000 tons 
Rape and Mustard, 1,000 tons 
Sesamum, 1,000 tons 
Castor seed, 1 ,000 tons 
Groundnut, 1,000 tons 
Indigo, 1,000 cwts. 

Coffee, million lbs. . • 

Rubber, million lbs. 


Average 
1910-11 to 

Average 
1928-29 to 

1932-33 

1936-37 

1914-15 

28-4 

1932-33 

31-9 

31-0 

33-2 

97 

9-4 

9-4 

9-8 

2-4 

35 

4-7 

6-7 

2901 

411-2 

433-7 

395-2 

4*4 

50 

4-5 

6-3 

9-1 

8-8 

7-1 

9-6 

508 

380 

405 

418 

1,226 

1,014 

1,052 

976 

471 

500 

547 

484 

114t 

125 

149 

128 

695 

2.624 

2,934 

2.808 

37 

13 

11 

(a) 

23-6t 

33-5 

33-7$ 41-2^» 

13'0t 

25- 1 

6-0 

60 


The noteworthy changes as compared with the pre-war average 
are a considerable increase in the production of sugar-cane, tea. 


and groundnuts. 

(a) Not available, 
bale contains 400 lbs, 
f Average 1920-21 to 1924-25, 
f For 1931-32. 

The yields of other crops in 1932-33 were: Barley 2"4 million tons; jowar 6 5 
million tons; bajra 2'6 million tons; maize 2'1 million tons; graijv 3'5 million tons and 
tobacco 608,000 tons. 

** For the year 1935*36. 
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Both the area and the' yield of sugar-cane have been steadily 
expanding since 1929-30. Jute has suffered a set-back. The area 
under this crop in 1930-31 was about 3’5 ,million acres and yield 
11*2 million bales; the^ figures for 1936-37 are '2*9 million acres 
and 9*6 million bales. Production ' of oil-seeds has increased 
during the past five years. Indigo has steadily lost ground, but 
it is an old story. The production of rubber fell heavily from 20 
million lbs. in 1931-32 to a little over 6 million lbs, in 1932-33. 
Since then production - has rapidly expanded. ■ " . " 


Distribution of Crops 

Rice . — The most important centres of production are: Bengal (10*7 
million tons) ; Madras (about 5 million tons) ; Burma (about 5 million tons) ; 
and Bihar and Orissa (about 4 million tons). The exports of rice amount 
to less than 5 per cent of total production. 

Wheat — ^Wheat is most largely grown in the Punjab and the United 
Provinces (about 3 million tons each). The exports are negligible at present. 
The last year in which India exported a considerable quantity of wheat 
(over I million tons, valued at I 7 crores of rupees) was 1924-25. 

Sugar-cane . — In 1936-37 the United Provinces produced 3*8 million 
tons of gur (raw sugar), Bengal 6| lakh tons, Punjab about 4 lakh tons 
and Bihar about 7 lakh tons. ^ ^ < 

Tea . — ^Tea is grown most largely in Assam and Bengal. About 90 
per cent of the Indian production is exported. 

Cotton . — ^The most important centres of cotton production are: 
f Bombay (633,000 lbs.); Central Provinces and Berar (810,000 lbs.); 
Punjab (1,455,000 lbs.); and Madras (497,000 lbs.). In 1936-37 
68 per cent of the total crop was exported, as compared with 61 per cent 
in the post-war period (1919-20 to 1923-24). 

Jute . — ^Jute is chiefly grown in Bengal, and to a very small extent in 
Assam, Bihar and Orissa, 

Oilseeds. — Linseed, rape and mustard, sesamum and castor-seed are 
grown in most pf the major provinces. Groundnuts are most largely grown 
in 'Madras. The proportion of exports to production is shown below: 


t ExcLdliag Sind. 
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Post-war average 

Lieseed . . ' . . 59 


Rape and mustard , . 19 

Sesamum . ■ 6 


1936-37 

71 

4 

3 


Groundnuts *. ■ 19 26 

' Ga#ee*- — Coffee is grown in Mysore, Madras and Cooig. 

Rubber, —Rubber, is chiefly produced in Burma and Travancore. 
Indigo. — Madras has the largest area under indigo, 30,000 acres, and 
next, Punjab, 9,000 acres (1936-37). The total area under indigo in 
India in 1936-37 was 43,000 acres (770,000 acres in 191 7-18). 


POPULATION AND FOOD SUPPLY 

Is the outturn of food in India in excess of the needs of the population? 
The question is suggested by the heavy fall in the price of food-grains. If 
there is over-production of wheat, rice and other food-grains it may be 
desirable to restrict production, in order to adjust supply to demand. 

The Prices Enquiry Committee of 1910 examined the question of 
food supply in relation to the growth of numbers between 1 890-91 and 
1911-12. The Committee drew attention to the substitution of non-food- 
crops for food-crops in certain parts of India, as the result of which there 
was * a diminution in the food supply of the country and a consequent rise 
of prices " (para 173).' The general coiKjlusion of the Committee wfis that 
during this period the requirements for food-grains for internal consumption 
increased in a larger proportion than the total production of food-grains 
(para 146). This conclusion was criticised by the Government of India 
in a note pre-fixed to the Report of the Committee. The Government referred 
to the untrustworthy nature of the estimates of area and yield of crops and 
their incompleteness, and maintained that the area under food-crops had 
increased in almost exact correspondence with the growth of population which, 
in view of the improvement in the means of transportation and the extension 
of irrigation, implied * the production on the average of a relatively larger 
and more efficient food supply * (Prices ReporU p. viii) . 

The rise of prices after 1905 was not due to comparative shortage of 
food but causes of a more general nature connected with the Indian monetary 
system. 

What is the situation at present? 



INDIA BEFORE AND SINCE THE CRISIS 


The following statement shows the area under rice and wheat and the 
total area under food grains in British India in 1911-12 and the following 
.years:.. 

Area under Food^graim m million acres 



All food 
grains 

Rice 

Wheat 

1911-12 

.. 195-1 

76'6 

25-0 

1912-13 

.. 201-4 

78-8 

23-9 

1913-14 

.. 191-6 

76-9 

22-7 

1914-15 

. . 204-5 

77-7 

25-5 

1915-16 

. . 203-7 

78-7 

25-5 

1916-17 

. . 208-8 

81-0 

250 

1917-18 

. . 207-4 

80-7 

26-4 

1918-19 

.. 177-8 

77-6 

19-1 

1919-20 

.. 199-7 

78-7 

23-5 

1920-21 

.. 186-9 

78-1 

20-4 

1921-22 

. . 204-8 

797 

22-4 

1922-23 

. . 205 0 

80-6 

24-4 

1923-24 

. . 197-0 

77-2 

24-3 

1924-25 

.. 200-3 

79-3 

24-8 

1925-26 

.. 196-1 

80-2 

24-0 

1926-27 

. . 197-2 

78-5 

24-2 

1927-28 

. . 196-7 

76-6 

24-6 

1928-29 

. . 200-3 

81-1 

24-9 

1929-30 

.. 200-1 

79-4 

24*7 

1930-31 

.. 202*7 

80-6 

24-8 

1931-32 

. . 205 0 

81-3 

25-3 

1932-33 

.. 201-5 

80-0 

25-0 

1933-34 

. . 206-2 

80-4 

27-6 

1934-35 

. . 200-6 

79-5 

25-7 

1935-36 

. . 200-3 

79-9 

25-1 


The averages for the five years ending 1915-16 are: rke 777 million 
acres# wheat 24*2 milliim acres? and all food grains 199*3 million acres. 
TTw figures for recast years do not show any large increase over these 
averages. 
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The population of British India increased from 243*8 millions in 
1911 to 2 7 1*5 millions in 1931 or by 1 1 per cent It is evident that 
population has been increasing more rapidly than the area under fo 0 d-*grains 
in British India. , 


But we must not conclude in haste that there must be an actual short* 
age of food at’ the ' present time. 


The production of - food 

in British India 

in ' 1932*33 may be thus 

estimated : 




Area 

Food 


Million 

Million 


acres. 

tons. 

Rice 

. . 78 6 

29-8 

Wheat . , ' 

. . 24-8 

76 

Barley • * 

.. 63 

2-4 

Jowar 

.. 21-4 

47 

Bajra . . 

.. 13-6 

22 

Maize 

. . 6-3 

21 

Gram 

.. 13-9 

3-4 

Ragi for 1930*31 

.. 40 

1 '3 at 8‘6 mds. per acre^ 

Other food grains and 

«- 


pulses, 1930*31 

. . 30-0 

177 at 1 6 mds. per acre^ 

Total 

.... 

2X2^' 


The monsoon of 1932 was fairly normal and gave, on the whole, well- 
distributed rains ail over the country. The yields in 1932*33 may be 
regarded as ‘ normal 

The statement given below shows estimated consumption: 

Outturn of food . . , . 71*2 million tons 

Population 271*5 millions 

' ^Estimate of yield per sxsaisnd according to the Prices R^poTU 1914* 
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Million tom 

Food , ■ : . .^54*3 assirniifig 'that one ton of ‘food will / 

- ■ -feed '5 persons for a year. 

Seed ■■ .. .5*0 at 7 per cent of outturn. * • i 

Cattle food . . ' . . . 3*6 at, 5 per cent of outturn. 

Wastage .. j '3*6' at 5' per ■ cent of outturn/' 

Total ■consumption ■’ ' 66*5- million to'ns, ' i 

. Estimated^> s.urplus^ ■ , ■ ' ■ 4* 7,^miII^an^t6ns. ' * , , 

These figures are conjectural, but it is probably true that the surplus ' 
T>f ' food-grains at the present time is -less than '9*53 'million, tons^ .estimated , 
by the Famine ■ Commission of i 898, . ' / ' ' “ ^ 

Allowance must also be made For an export of about 2 million toQs | 
of food at present. . ' | 

It would seem that it is incorrect to speak of over-abundance of food in 
India. The restriction of food cultivation by the substitution of non-food 
crops for food crops may dangerously reduce such surplus of food as ^ 
exists, and inflict hardship on the consumer in a year of unseasonable 
rainfall. i 

Cultivation of food should be made remunerative by making it possible 
for the cultivator to reduce his costs, not by restricting supply. 

The extension of canal irrigation in Sindh will make the reserve of food 
larger than it is at present and is therefore not unwelcome. 


Soil-^Deterioration * 

Is the fertility of the soils of India declining? 

In answer to their enquiry the Agricultural Commission were 
informed that in Bengal* Bombay and Burma there was no evidence 
of any decline in the yield of staple crops, while in Madras, the 
United Provinces and the Punjab the tendency was towards a slight 
increase in return. 

According to. the Agricalfural Adviser to the Government of 
India* Indian soils reached their state of maximum impoverishment 
many years ago. The Commission took the view that a stabilised 
condition had been reached, natural gains balancing the plant food 
materials removed by crops and other losses: ** A balance has 
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been established, and no further deterioration is likely to take place 
under existing conditions of Itultivation.”* 

Dr. Voelcker, who wrote the fir^t Report on Indian agi'icul- 
tyre ( 1892 ),, took a different, view. f , 

^:U7jecenomicHoUings\ 

Jn his evidence before - the Agricultural Commission 
Mr. Keatinge said that “ the agriciiltural holdings'of the Bombay' 
Presidency have to a large extent been .reduced to a condition in 
which thmr effective- cultivation , is impossible.”® Conditions in 
oth^r parts of India hre not Very different. ' . . 

It is, stated in the Report of the Agricultural Commission that 
in the Punjab “ the area of cultivated land held by each owner is 

, * Report f p, 76. 

^ It musf he accepted as an axiom in agriculture he says, that what is taken 
of the land in crops must in some way l)e put back into the' soil, or else the soil will 
suffer exhaustion. It is an equally accepted fact that the production ' of heavier crops 
means, ihai more manure must be applied to'.the'. land.- A country which -exports both 
crops and manure must be declining in fertility. Now what is the state of things as 
regards India''? On the one hand there is a large - export of oil-seeds, cotton and other 
products,'’ besides an increasing one of wheat, ail .of. which remove a considerable amount 
of the soil-constituents. What is returned in their ' 'placed Only the straw or the 
stalks and leaves; and it is not even correct to-' say that these are returned, for, after 
all, it is only a portion, and frequently a very small portion, that does find its way back 
to the soil. Part is necessarily used up in the bodies of the cattle, part is wasted 
by imperfect conserving and storing of manure, part must unavoidably be lost, however 
freat the care that may be taken; thus it come® -about ’ that -it is only a fraction that 
contributes finally to making up the loss the soil has -sustained. - 

“ Were, on the contrary, all grains to be consumed by the people, and all nightscil 
to be used in agriculture; where ail refuse of oibsecds (after pressing out the oil) to be 
utilised for manure; were all straw to be consumed by cattle, and the droppings, solid 
and liquid logelher, to be carefully preserved; lastly, were ail stocks and leaves to be 
buried again in the land; ^en the balance might be more nearly preserved. But 
as things are, the export of oil-seeds, grain, etc. (that of bones I will discuss later), 
simply means so much of the soil-constituents carried ojff, for which no adequate 
recompense is made, ' , , ^ 

** The consequence must be that the soil becomes gradually poorer, though the effect 
may not as yet be visible to the eye; for even if the soil be still producing the same crops, 
the poteniial fertilif}^ (by which 1 mean the reserve of constituents for the production of 
future crops) must be suffering loss, and the capabilities' of the soil must be less than under 
a system of equal giving and taking/* Report on the Improvement of Indian AgricuUurCf 

by Dr. Voelcker, pp., 39-40. 

« /hid., p. 132. 
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kcreasiBg oa the whole. This is incorrect. Net area actually 
sown in the Punjab in 1922-23 and 1931-32 is shown below: 

Net-work actually sown 
1 ,000 acre*. 

1922-23 .. .. .. 26,961 

1931-32 . . . . . . 27,550 

The increase in area was 2 per cent; as against this the popu- 
lation of the Punjab (British Territory) increased by 14'6 per 
cent between 192 1 and 1931, and the number of cultivating owners 
and tenant cultivators (taken together — separate figures being not 
available for 1921), increased by 24‘7 per cent. There is no 
doubt that the area of cultivated land held by each owner in the 
Punjab to-day is less than in 1921. 

In the Punjab 1 7'9 per cent of the owner’s holdings were 
found to be under one acre. The proportion of holdings under 
one acre is even higher in some other parts of the country.® 

The sub-division of land takes place according to our laws of 
inheritance; it cannot be checked without interfering with these 
laws. 

The creation by legislation of impartible holdings did not meet 
with the Agricultural Commission’s approval. One of the effects 
of such legislation must be “ to create a landless proletariat, which 
is always a danger,” as the Madras Board of Revenue observed. 

The sub-division of owners’ or right-holders’ holdings would 
give rise to an equal sub-division of cultivation, if all owners were 
cultivators. But all owners are not cultivators, and many culti- 
vators do not own land. It is actually found that sub-division is 
greater amongst cultivators. In the Punjab, as an enquiry showed, 
while 1 7‘9 per cent of owners owned less than one acre, 22*5 per 
cent of cultivators cultivated one acre or less. The sub-division 
amongst cultivators, as the Agricultural Commisskm said, “ is 
aggravated by the lack of alternative means of livelihood which 
drives multitudes to grow food for bare subsistence.”® 

. » min p . 131. 

»m.. p. 133. 
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Fragmentation is also of two kinds. According to the laws 
and customs governing inheritance each heir is entitled to a pro- 
portionate share of each field. This leads to fragmentation of the 
land of permanent right-holders. Fragmentation of cultivation is 
much worse; each tenant, unable to rent all land from a single 
owner, rents smeJl pieces from different owners. In Pimpla 
Soudager (Bombay Deccan) Dr. Maim found that 62 per cent of 
the cultivators’ plots were below one acre. In Behrampur 
(Hoshiarpur, Punjab) , Mr. Ram Lai Bhalla found that 34*5 per 
cent of the cultivators had over 25 fragments each. 

Consolidation of holdings is being tried as a remedy in the 
Punjab and other provinces. But unless alternative means of 
livelihood are discovered, the position of cultivators must continue 
to deteriorate from decade to decade. 

The State in Relation to Agriculture 

The Lancashire cotton trade “ has frequently exercised consi- 
derable influence in shaping the agricultural policy of the Govern- 
ment of India.”^ In 1869 the Manchester Cotton Supply 
Association suggested the establishment of a separate Department of 
Agriculture in each Province. 

A beginning was made with the opening of a central depart- 
ment — ^the Department of Revenue, Agriculture and Commerce of 
the Government of India. This Department functioned from 1 87 1 
to 1879. 

The Report of the Famine Commission of 1880 eventually 
led to the establishment of provincial departmente of Agriculture, 
their duties being agricultural enquiry, agricultural improvement 
and famine relief. 

In 1889 Dr. J, A. Vodcker came to India to advise upon the 
application of agricultural chemistry to Indian conditions. His 
report may still be read with interest and profit. There followed 
some appointments to the scientific staff of the Initial Department 
of Agriculture m 1 892. 

^ of iha A$ricuUural Comnimion^ 1928 * 15 - 
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The recommendations of the Famine Commission of 1901 led 
to the establishment of co-operative credit societies and a great ex- 
pansion of the Imperial and Provincial Departments of Agriculture 
after 1905. 

An Imperial Research Institute was founded at Pusa, but the 
Institute failed to become “ a focus of agricirltural activity for sill 
India.” The Agricultural Commission found that “ the thread of 
connection between Pusa and the Provinces v/as becoming more and 
more attenuated.”® 

Other institutes and organisations controlled by the Govern- 
ment are the Institute of Animal Husbandry and Dairying at 
Bangalore, cattle-breeding and dairy farms at Karnal, Bangalore 
and Wellington, the creamery at Anand, the Sugarcane Breeding 
Station at Coimbatore, and the Imperial Institute of Veterinary 
Research at Muktesar. 

The Report of the Indian Cotton Committee of 1917-18 led 
to the formation of the Indian Central Cotton Committee in 1921 
with a legal status. The Committee is concerned with the im- 
provement of cotton marketing and the prevention of mal-practices. 
At the same time it carries on agricultural and technological 
research, serves as a bureau of information, and advises upon the 
development of cotton growing in the different provinces. The 
Institute of Plant Industry, Indore, was established in 1924. 

The Government of India decided in 1905 to spend 20 lakhs 
(increased to 24 lakhs later) annually for the development of agri- 
cultural research, experiment, demonstration and education in the 
provinces. Agricultural colleges exist in all provinces. The total 
provincial expenditure on agriculture now amounts to over 2 crores 
annually. 

Following the recommendations of the Agricultural Commis- 
sion, the Imperial Council of Agricultural Research has been 
established. In the budget of the Central Government for 1929-30 
a provision of 16*4 lakhs was made for agricultural research, of 

p, 45. 
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which 15 lakhs represented the initial grant to a total Endowment 
(' Fund of 25 lakhs (50 lakhs suggested by the Agricultural Com- 
mission) . The Endowment Fund is supplemented by annual 
grants from central revenues. The work of the Imperial Goimcil 
of Agricultural Research is to promote and co-ordinate research 

1 throughout India and to link it with research in other parts of the 

1 ..' , , ■ ■ . 

^ world. 

I Indian agriculture needs a fundamental reorganisation. Our 

: experience during the world crisis suggests that the problem of 

: Indisin agriculture is too difficult to be solved by agricultural research 

% or improvement. No real progress is possible without radical 

changes in the system of landholding and in methods of cultivation. 

■ Further, Indian agriculture cannot be modernised unless means are 
! found to divert surplus labour in the villages to manufacturing 
j industries. 

! • 

Animal Husbandry 

The following table, borrowed from the Report of the Agri~ 
\ cultural Commission, shows the number of bullocks, cultivated area 
* and the number of cultivators in different provinces: 


Per 100 acres of net Average, 

sown area. 



Province. Bullocks. 

Cultivators 

(Male 

Area cultivated 
per 

Area of 
holding. 

t* 


No. 

workers) . 
No. 

yoke. Acres. 

Acres. 

•; 

Bombay (m- 
cluding Sind) 

10 

8-1 

20-0 

12-4 

i 

BiMma 

11 

11-5 

179 

87 


C. R & Berar 

15 

76 

13-3 

13-2 

1 

Madras . . 

15 

17-3 

130 

5-8 

f 

Puixjab 

16 

11-2 

12-8 

90 

{ 

Bibar & Orissa ’27 

26'8 

7-4 

37 


Assam 

27 

1Tb 

73 

3*6 


U .P. 

29 

29-1 

69 

3-4 

1 

, Bongal 

36 

35-2 

5-6 

28 

\ 
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I The table shows that the number of bullocks varies directly 
jwith the number of cultivators and inversely with the size of the 
Iholding. Bengal has the largest number of bullocks. The size 
of the holding is smallest in Bengal, and Bengal has also the largest 
number of cultivators per 100 acres. It may be added that the 
bullocks of Bengal are easily the worst in India. 

In Europe, the Commission said, Holland possesses the largest 
number of cattle in relation to the size of the country, but as com- 
pared with British India’s 67 cattle per 100 acres of net area sown, 
Holland has only 38 per 100 acres of cultivated land. Egypt has 
only 25. But it has to be ifemembered that horses in Holland and 
donkeys in Egypt are largely used in agriculture. “ Full grown 
Dutch cattle may, on the average, weigh twice as much as Indian, 
and Dutch cows may give anything from five to ten times as much 


milk as Indian cows.”® 



The Agricultural Commission thought that “ India is attemp- 
ting to maintain an excessive number of cattle.”* A vicious circle 
exists here. In order to secure useful bullocks cultivators breed 
more and more cattle, but, as numbers increase, the quality 
deteriorates. 

How may quality be improved? The Agricultural Commis- 
sion suggested two ways: (1) the number of bullocks required 
for cultivation must be reduced through checking the sub-division 
and fragmentation of holdings, increasing the efficiency of the 
cultivator’s tillage implements, and by the adoption of measures 
aiming at an increase in the strength of the bullocks themselves; and 
(2) dry cows and cows in calf should receive better treatment than 
they do at present. 

“ India must endeavour to effect a reduction in the numbers 
and an increase in the efficiency of its plough cattle.”® Ewt .ib«l 
d emand for ploogh bullocks must grow with4h e growing sub-division 
ftf land and in cr^se, inJffie nmnW oi cultivators. When morel 
plough bullocks are demanded, more and more cattle must be bred. 
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^ The Commission recommended that efforts should be concen- 

trated on growing more grass in the existing grazing areas, since no 

large additions to them are possible. ^ 

As regards milk supply, the Commission recommended that 
the breeder of dairy cattle should aim at a cow producing 8,000 lbs. 
of milk annually (about 1 1 seers daily). Municipal authorities 
may provide cow-sheds outside municipal limits and assist in pro- 
moting schemes for large scale milk-production and in establishing 
depots for the collection, pasteurising and cooling of milk. 

The first general quinquennial census of live-stock was taken 
.'pr in 1 9 1 9-20, the second in 1 924-25 and the third in 1 929-30. The 
Agricultural Commission used the figures of the second census. 
The figures for live-stock for 1 929-30 are compared below with 
; I the population of the last census (1931), and the area of 1 929-:>0 ; 




Net area 

Male cultivators 


Bullocks 

sown in 

(principal occupa- 


in 1000. 

ICXX) aerss. 

tion, in thousands) . 


Assam • • 1 ,684 

5,578 

1,681 


Bengal . • 8.389 

23,370 

8,394 


' Bihar & Orissa . . 7,021 

24.958 

8,310 


Bombay - • 3,410 

32,924 

3,451 


Burma (1931-32) 1,951 

17,775 

2,598 


C. P. & Berar 




(1931-32) .. 3.984 

25.015 

3,204 


Madras . . 6,001 

34,372 

7,775 


Punjab . . 3,939 

26,637 

3.542 


UP. .. 10,071 

34,346 

11,715 


Per 1 00 Acres of Net Sown Area 


1 , ‘ ' 


Bullocks No. 

Male cullivatore No. 


Bombay 

10'3 

10-5 


Burma , . 

iro 

14-6 

i ^ 

Pimiab 

14-8 

13-3 


C P. & Biinua 

15-9 

12-8 


Madras 

17-4 

22-6 


Bihar & Orissa 

24-1 

33-3 


U, R . . 

29*3 

34-1 


A»am . . ■ • • 

.. 30-2 

30-1 


Bengal 

35-9 

35-9 

i » 
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A comparison of these figures with those of the Agricultural 
Commission is interesting. In each Province the number of culti- 
vators per 100 acres of net sown area has increased. As regards 
bullocks, the number decreased in the Punjab and Bihar and Orissa, 
remained unchanged in Burma and Bengal, and increased in the 
other Provinces. 

The following table will be found useful for comparative 
purposes:— 

International Statistics of Live-stock. About 1 925. 


Per 1000 of the population. 


Population given 

in brackets 

Horses. 

CaUle. ^ 

Sheep. 

Pig*. 

Coals. 

in millions. 

United Kingdom (45‘4) . . 

3 

16 

48 

8 


Germany (62*6) 

6 

27 

8 

26 

6 

France (40*7) 

7 

35 

26 

14 

3 

Italy (40*1) 

3 

16 

29 

6 

7 

Holland (7*5) 

5 

27 

9 

20 

4 

European Russia ( 1 1 6*0) 

15 

33 

47 

13 

1 

Switzerland (3*96) 

3 

36 

6 

16 

8 

U. S. A. (iiri) 

14 

53 

34 

48 

3 

Denmark (3*5) 

15 

79 

8 

73 

1 

Canada (9*4) 

38 

99 

29 

26 

• . 

Brazil (33*0) . . 

16 

104 

24 

49 

15 

Australia (6*1 ) 

38 

219 

1,313 

15 

4 

Argentine (10*3) 

90 

360 

382 

14 

47 

India (271*5) 

0-6 

56 

9 


13 


(Sources: For papulation figures see Iniernational Siatisiical Year-book 
of ike League of N^tiom^ 1927, and for live-stock, Viehstatisiik in 
Handwoerterbuch der Siaatsmssenschafien, VoL VIII' p. 695. For India 
the live-stock figures relate to 1929-30 and population is of the census of 

1931 )* 

v 

,Ptt 100 of the populaticm India has fewer horses, than other 
couotiM. Denmark (not Holland) in Europe has the largest 
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number of cattle relatively to the population. Denmark, Canada, 
Brazil, Australia and Argentine have more cattle per 100 of the 
population than India. The figure for the United States, 53, is 
only slightly lower than that for India (56) . If, on an average, 
American cattle weigh twice as much as Indian, and American 
cows (like the fearful Dutch cows) give five to ten times as much 
milk as Indian cows, the United States is really much better off than 
India, though possessing a smaller number of cattle. 

The actual number of cattle in certain coimtries is 
given below: 

Cattle in 1000. about 1925. 

Denmark 

Canada 
Brazil 
Australia 
Argentine 
U. S. A 

Between 1850 and 1925 the number of live-stock in 
over-seas countries, like the United States and Australia, increased 
with lightning speed (blitzartig) . The United States had, in 
1850, 4‘3 million horses, 17*8 million cattle, 21*8 million sheep, 
and 30*4 million pigs. The increase in 1925 was about 4 times 
for horses, more than 3 times for cattle, and a little less than 
double for sheep and pigs.* 

It is not necessary that the quality of cattle must deteriorate 
with increase in their number. But conditions in India are 
peculiar. 

The present writer, during a stay of several months in 
Holland some years ago, did not have the good fortune to see a 
single Dutch cow in the towns he visited. It is not suggested that 
Dutch cows, of which the Agricultural Commission speak, are 
non-existent. But cows are not so generally visible in European 
towns as they are in our towns. What one sees in European towns 
is cmly their milk. 

* HafiJv/aerierbitch iet Slaahiniuemchiiften, Vol. VIII, p. 697. 


9,307 

34,271 

13,358 

37,065 

62,150 
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Forests 

The following statement shows the revenue expenditure and 
surplus of the Forest Department throughout British India: 



I9I3-I4 

1929-30 

, I933--34,/ 

1935-36 


LiJcb. 

Lakiu. 

' Lakhs. , 

Lakhs. 

Revenue 

.. 333 

613 

' 353 , ■ 

432 

Expenditure 

.. 175 

348 

333 

280 

Surplus 

.. 158 

265 

20 

152 

The growth 

of the surplus between 

1913-14 and 

1929-30 


will be noted. Roughly the forest revenue doubled in this period. 
The heavy fall in revenue in depression years was due to the fall in 
prices. In the year 1933-34 revenue and expenditure were about 
equal. The rise of prices in recent years is reflected in the increase 
of surplus in 1935-36. 

The total area of forests, including Burma, is a little over 
1 million sq. miles. The proportion of forests to the total area 
vsuies greatly in the case of different provinces: Burma (now 
separated from India) 65*6 per cen t. Assam 38*6 per cent, Bengal 
14 per cent and the Punjab 5*4 per cent. The total amount of 
timber and fuel produced in 1935-36, including Burma was about 
400,000,000 cubic feet. The value of minor produce in the same 
year was estimated at Rs. 1 1 0 lakhs. 

The following table shows forest revenue and expenditure in 
1935-36 by Provinces: 

Forest Revenue and Expenditure 



Revenue. 

Expenditure. 

Surplus or 


L&khs. 

Lekhs. 

deficit. Lakl 

Madras 

.. 45 

39 

6 

Bombay 

.. 59 

31 

28 

Bengal 

.. 20 

15 

5 

UR ■ ^ .. 

.. 49 

28 

21 

Punjab 

. . 195 

20*2 

07 

Burma 

.. 144 

59 

8-5 

Bibar & Orissa * , 

.. 7 

7 


C. R 

.. 49 

35 

14 

R R ; . 

, 4 

3 

1 

Assam • 

15 . 

11 

4 
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In the case of the Punjab, expenditure, Rs. 20,24,000 
exceeded revenue Rs. 19,53,000 or there was a deficit of 
Rs. 71,000. Expenditure has been somewhat reduced, for in 
1932-33 it amounted to Rs. 22 lakhs as against a revenue of 
19'5 lakhs. In 1936-37 the deficit rose to over 4 lakhs, owing to 
the payment of over 3 lakhs made to Sir Day a Kishan Kaul on 
account of his share in the Jallo Resin Factory, which has now 
passed under exclusive Government control. 

After seven successive years of deficits the Punjab Forest 
Department has shown a profit of Rs. 75,000 in 1937-38. The 
Jallo Resin Factory earned a profit of over a lakh. Another 
source of financial help was the rise in the price of fuel wood, 
believed to be due to the decreasing supply of fuel wood in the 
Province. 

The work of the Forest Department is not only afforestation, 
but the protection of existing forests. Protection consists in 
preventing tlrefts of timber and imauthorised grazing; protection 
against fire through fire-watchers, protection from cattle and 
against injuries from natural causes, for example climatic condi- 
tions, landslips, river action, insects, foreign and other parasites. 
Nilgai, we learn, are a serious nuisance in Chhanga Manga. 

The Punjab Forest Report for 1937-38 states that soil erosion 
and denudation of forest areas are increasing owing largely perhaps 
to the increased pressure of the population on land, particularly in 
the tracts along the foot of the hills. 

^ U of Forests. — ^A Forest Department is not useless 
because it spends more than it earns, though there is little justifica- 
tion for maintaining more staff than is required, or for paying 
excessive salaries to the staffs. 

The utility of forests both direct and indirect, to the country 
is enormous. The effect of forests on climate, humidity and rainfall 
is well-known. Forests tend to reduce floods, check avalanches, 
and add to the beauty of a country. 

“ The economic history of the whole of the Middle Ages ” 
says the H ondwoerterbuch der Staatsxeissenschaften, “ is to a great 
extent the history of forests, and also at present the weal or woe of 
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country-people depends on the use made of forests.’’^ Forests 
yield produce which forms the raw material of many manufacturing 
industries. There are furniture industries in every Province. 
Bamboo pulp may be used for paper-making. Protection was 
granted in India to paper made from bamboo pulp: the extent, 
however, to which bamboo pulp is actually used for this purpose 
is not known. 

Irrigation AND Water-Logging 

In the year 1911-12 the net area sown with crops in British 
India amounted to 216 million acres, of which 40' 7 million acres 
were irrigated ( 1 8*8 per cent of total) . In the year 1 929-30 the 
irrigated area had risen to 5 1 million acres, out of a total of 228 
million acres sown with crops (22‘4 per cent) . The area irrigat- 
ed fluctuates from year to year. It amounted to 49 million acres 
in 1920-21, 43 million acres in 1927-28, about 49 million acres in 
1931-32, and 5r3 million acres in 1935-36. 

The means of irrigation are canals (both Government 
and private) , tanks and wells. Of all Provinces, the Punjab has 
the largest irrigated area, 1 4*4 million acres in 1 934-35 out of 29’8 
million acres sown. Of the irrigated area in the Punjab, about 10 
million acres were irrigated by Government canals, 400,000 acres 
by private canals, about 4*4 million acres by wells, and only 35,000 
acres by tanks. A larger area is irrigated by wells than by canals 
in the United Provinces. Tanks are of importance in Madras and 
Bihar and Orissa. Taking British India as a whole, the area 
irrigated by diffierent means of irrigation in 1934-35 was as 
follows: 


Government canials 
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The reader is supposed to be familiar with the principal 
irrigation works in India, and particularly in the Punjab. The 
most wonderful of these is the Triple Canals System, which irri- 
gates the Lower Bari Doab, lying between the Ravi and Sutlej 
rivers. It was completed in 1917 and commands an area of 4 
million acres. 

The Sutlej Valley Project commands an area of 5 million 
acres, of which about 3 million acres are in the Bahawalpur State. 
The Thai Project is being revised. The Haveli Project which has 
been completed, will bring 375,000 acres of waste-land under culti- 
vation. The financial and other aspects of the Bhakra Dam Pro- 
ject are being examined. 

Tube wells as a means of irrigation have been tried in the 
United Provinces and the Punjab. Irrigation from tube wells has 
been found to be expensive — it pays only when valuable crops 
like sugar-cane, potatoes, and tobacco are grown by intensive 
methods of cultivation. 

While there cannot be any dispute about the benefits of canal 
irrigation, its rapid development in the Punjab has given rise to one 
of the most serious problems that the Province has ever been con- 
fronted with — ^water-logging. 

The consequences of water-logging are so terrible, whether 
viewed from the standpoint of the fertility of land and agricultural 
production, or that of the general health of the population, that the 
subject is well worth our attention. 

There is no agreement as to the precise definition of water- 
logging, but for our purposes we may define the terra as the rise in 
the level of sub-soil water which renders land unfit for cultivation. 

The approach of the danger is marked by certain well-known 
stages. At first, for one or two years, barant crops are unusually 
successful and there is a spontaneous growth of a rich crop of 
tnaina. In the third year patches Jiallar (salts) begin to appear 
on the affected fields; and seed does not germinate on these patches. 
Yields begin to diminish and the patches extend until they cover 
the whole field. Depressions in close proximity to the canal 
remain permanently damp and have water of a rusty colour. The 
spring level rises and comes close up to the surface of the land. 
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Houses in the abadi begin to crumble to dust and eventually 
collapse. An obnoxious odour is emitted hy abadies, and drinking 
water tastes raw. 

Water-logging is due to the rise in the spring level. When 
it has risen so much that it is only within a slmrt distance of the 
ground surface, water is drawn up by capillary attraction, as a piece 
of, blotting paper, whose edge is dipped m water, sucks up water. 
The affected land then is covered with ^a//ar and finally it is turned 
into a swamp. 

If a well is sunk in any place, water is found at a certain 
depth. It may be nearer the surface in one place and at a greater 
distance in another. Suppose water is found at a distance 20 feet 
from the ground surface. In technical language it will be said that 
the spring level or the water-table is 20 feet below the surface. 
Now if the water were pumped out the well would be found to be 
full again after a certain time. 

More exactly, the spring level may be defined as the level up 
to which the underground soil is completely saturated with water. 
The terms spring level and water-table are often used interchange- 
ably, but 'the “ spring level ’* refers to a particular locality, say a 
village, while the water-table refers to a wider-area. 

The sources of sub-soil water in a tract are mainly three; — ‘ 

, , ( 1 ) Percolation ' from the rivers and hills bounding the ■ 
tract. 

• (2) Rainfall 

(3) Percolation of canal* water, which may be subdivided 
into percolatirm (a) from main canals and 
branches, (b) from distributaries, (c) from water- 
courses and (d) of water put on the land. 

Percolation of water frc«n rivers can never cause water- logg- 
ing. The level of water m a river is much below the ground 
surface and the spring level cannot rise above the river level (caasl 
ci irrigat a yi is flow u ri gatw^ . or by gravity, and the level of water 
in the canal must be higher than the ground level) . 

Seccudly, water-Iog^g is not caused by rainfall. In the 
first place, when light rain Isdls m thirsty soil, the soil, as it were, 
ddbks k up. In such a case no water percolates to the water-table. 
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Suppose now there is a heavy and continuous downpour for 
several days. A considerable part of it would be immediately 
carried away by surface drainage; a part would be lost by evapora- 
tion and part by transpiration through vegetation. TTie remainder, 
a very small proportion of the total rainfall, will percolate to the 
water-table and cause it to rise, but temporarily. After the rains 
are over, in the dry period which follows, the water added to the 
sub-soil reservoir will be carried away by the sub-soil flow, and the 
water-table will be reduced to its previous normal level. 

Of course when, on account of the canals, the spring level has 
already risen in a tract to within a short distance of the ground 
surface, rainfall may raise the spring level further, and water- 
logging may appear. 

The action of canals on the water-table is both direct and in- 
direct. Indirectly, when a canal has been so constructed that it 
intersects all the drainage lines of a tract, like the bid Western 
Jumna Canal, by obstructing the surface drainage it will cause rain 
or flood water to be held up, and some of this water must, passing 
through the sub-soil, be added to the water-table. This also 
applies to irrigation channels and zaminders’ embarkments which 
obstruct the natural drainage of a tract. 

As for the direct action of canals, if nothing intervened 
between the bed of a canal and the spring level, water percolating 
from the canal would fall vertically until it reached the sprmg level. 
But the whole space between the spring level and the canal bed is 
filled with soil. The soil nearest the sides and the bed of the canal 
first gets moist, and percolation goes on spreading on all sides until 
the spring level is reached. The spring level then begins to rise. 
The water added to the spring level would tend to flow away, but 
when the inflow of water owing to percolation exceeds the sub-soil 
outflow, the spring level continues to rise until equilibrium is restored 
by its rising above the ground level. When this happens-the whole 
of the area surrounding a canal becomes water-logged. 

It has been estimated that of the water taken in at the head 
works of the Punjab canals, about one-third is lost in the main 
canals and branches. Of the remaining water, that is water in the 
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distributaries and water courses, and that supplied to the fields for 
actual irrigation, also one-thii.d percolates tp_ the soil. Jo raise ihe 
sprin g level. 

In certain tracts, such as the Upper Bari Doab, we are told 
that equilibrum has been reached as regards the inflow and the 
sub-soil outflow of water and the spring-level there is not rising. “ In 
others,” says Mr. Wilson, “ there are no signs that such an equili- 
brium will be attained before the water-table reaches the surface of 
the soil, whereby much valuable agricultural land will become lost 
to cultivation.” Mr. Wilsdon refers to the steady rise of the water- 
table in these tracts and says: “We are thus faced with the 
immediate problem of saving valuable land and cities threatened 
within a few years, as well as the ominous trend in the water-table.”^ 

It should be noted that any rise in the water-table is not dis- 
advantageous. In fact, among the indirect benefits of irrigation, 
mentioned by the Irrigation Commission of 1901-03, was “the 
effect of irrigation and of large water storage works in increasmg 
the humidity of the air, and in raising the level of the imderground 
water supply.” The rise in the level of sub-soil water is advant- 
ageous as it m8ikes well-sinking and the working of wells easier. 

It is also good for the crops as it increase the moisture of the . 
soil. An expert witness stated before the Agrucultural Commission 
that if the sub-soil water can be kept at a certain depth below the 
groxmd level, (15, 18 or 20 feet, that water-table is a gold mine.f 
The water-table ceases to be a gold mine and becomes a curse 
only when it rises to within a short distance from the ground surface, 
say 3 or 4 feet. It then becomes a grave source of danger to 
public health as well as to cultivaticm. In the interests of health 
the water-table must not be allowed to rise to a distance of 8 to 15 
feet from the ground surface. 

Water-logging is an old problem and it has a history. 

The worst instance of water-logging is perhap» that related 
in the District Gazette of Kamal (1892) on the Western Jumna 
Canal abor^ a hundred y^s ago. It produced such horrible results 

Cm. Evidence: VoJ. Vlll, p. 410. , 

tA^." Coin. VI!I. p. ■437. '■■ ■ ' ' 
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that OBC hopes that ’ the lessons taught by this^history- will- never 
be forgotten. 

Tlie Wcslera^ Jomma Canal is an old canal. " It was constructed by 
Firoze Shah TtigMak in the 14th century. Water was taken from the right 
or western bank of the Jumma and carried over a distance of about 1 50 mileS' 
to irrigate the King's favourite hunting ground at Hissar. The canal silted 
up during the reigns of Firoze Shah’s successors, but it was repaired during 
Akbar’s reign by the Governor of Delhi for the irrigation of his private estates. 
The canal stopped again about the year 1647. It was repaired under the 
direction of Ali Mardan Khan, ^ the celebrated engineer of Shah Jahan, and 
a new channel excavated to carry water into the city of Delhi. During the 
deciine of the Moghul Empire the canal again gradually silted up until it 
ceased to flow. One does not know when the next repairs were carried out, 
but in 1820, 155 acres were irrigated from the canal and the irrigated area 
increased rapidly to 33,000 acres in 1825 and 321,000 acres in 1840. 

A famine visited Karnal in 1 833-34 and caused heavy loss of life. 
The famine gave a great impetus to canal irrigation. The demand for water 
increased and the area irrigated was limited only by the means of supply. 
The failure of the rains in 1836-37 increased the demand for canal irrigation 
still more. Strenuous efforts were made by irrigation officers to increase the 
supply, and every facility was offered to such villages as would make use of 
the water. In most cases the old imperial water-cuts still exsited, which the 
village people were allowed to clear Out and use; or they made themselves a 
channel straight from the nearest point on the canal from which water would 
flow to their fields. The Government constructed new large distributaries and 
deepened, enlarged and extended the old ones. The main channels were also 
deepened and their banks raised till the water in them touched the 
crown of the arches in the bridges. Most of these extensions were 
made hurriedly under the pressure of urgent need. The system 
of embankments of the canal had been constructed with so little reference to 
the natural drainage that it intersected all the drainage lines of the tract and 
threw back the surface water over the surrounding country. The carrying 
capacity of the canal, whose alignment was faulty, and of the channels, says 
the District Gazetteer for Karnal, has been so increased that in most parts 
the surface level of the water, and in some places the bed of the canal, is 
above the surrounding country, and tlie water is thus forced into the sub-soil 
by hydraulic pressure.” 

In addition to this forcing of water into the sub-soil by hydraulic pres- 
sure, there was over-irrigation. One may say that most canal-irrigated tracts 
suffer from over-irrigatiem, on account of the wasteful methods of irrigation 
practised by the cultivator. Canal irrigation is not like well irrigation. Every 
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drop of wel! water costs time and effort. Not a . single 'drop of ' well water 
is wasted asjt means so much labour for men as well as cattle. But in the 
case of canal water, the same reasons for economy" do not exist A second 
important point may ’, next be noted, . ■Well -water is itself drawn; from ; the 
sub-soil water. When it is used for irrigating a field, a certain amount of it 
is lost by evaporation and transpiration through vegetation, and to that extent 
the sub-soil supply is reduced. Canal water is not drawn from the sub- 
soil supply, and excepting that part which is lost like well-water, all the canal 
water that is used for irrigation represents an addition to the sub-soil supply. 

What was the combined result of a faulty alignment of the canal, a 
wrong system of embankments and over-irrigation? “ The result is.*’ says 
the District Gazetteer “ that the whole country is water-logged by the canal 
water being forced into it from below, while the cultivator drenches it from 
above.” And when heavy rain came, it fell upon a countiy already saturated 
with water. For miles and miles the whole country was covered with water. 

Not only was cultivable land thus turned into swamps; J^attar soon 
appeared. It has been explained above that when sub-soil water has risen 
to within a short distance of the surface it is drawn up to the surface. On 
evaporation it leaves the salts it contains deposited, and this process repeated 
for several years covers the soil with a layer of alkaline salts, lying like fresh 
fallen snow, often 3 to 4 inches thick. The soil is now useless for cultivation. 
Such grass as is able to spring up in the salt-impregnated land gives the cattle 
diarrhasa, enfeebles and eventually kills them. The whole country exhales 
from its putrifying vegetation a malaria which destroys the vitality of the culti- 
vator* and kills them by fever and spleen disease. 

In 1841 an epidemic of fever ravaged the whole of the Delhi territory 
and the mortality was so great that in many places the crops died for want of 
persons to look after them. Two years later another and even more terrible 
epidemic devastated the country. This led to the appointment of a committee 
by Ae Government of India to investigate Ae matter, and a further enquiry 
was made in 1867 by Surgeon-Major Adam Taylor. Both enquiries conclu- 
sively proved that the effects of water-logging on the health of the people in the 
canal tract had been disastrous. AnoAer enquiry had been made by 
Mr. Sherer in 1856. He showed Aat the water level had been 
raised by the canal from stane 60 feet to, in many places, two 
or three feet from the surface, and Aat the fertility of soil had 
been veiy greatly diminished. In his report he spoke of ” the 
twseraMe d^isease engendered the tainted water and malarious 
«Watic»s of the soi: of Ae spectacle of sick wonaen and diseased children 
woudhiig am^wf Ae mm of thw bouses (for ip many cases Ae rafters had 
sold ) ; of ha^paid cukivalc^ waciiig m tl^ $waip|» and watching . Aek 



sickly crt^, or attempting to pasture their bony cattle on the unwholesome 
grass.”* 

We learn from the District Gazetteer that an estimate for remodelling 
the canal amounting to 72 lakhs was sanctioned in 1 874 and this was increased 
to 102 lakhs in 1881. In 1885 a full supply was carried in the new main 
channel. With the remodelling of the alignment of the canal, and the draining 
of the depressions in the ground surface by a well designed system of drains, 
water-logging ceased. 

The spring level was only some 7 or 8 feet below the surface 
in the civil station and other environs of Amritsar City in 1913. 
“ Twenty years ago,” says the author of the Settlement Report of 
the Amritsar District, 1910—14, ” the last Settlement Officer 
estimated that the water level had risen about 10 feet in the 
Amritsar Tehsil between 1865 and 1892 owing to infiltration 
from the canal and to a smaller extent in the other two Tehsils.” 
The rise steadily continued after 1 892, which Mr. Craik estimated 
at not less than 6 feet in 1914 where canal irrigation was most 
profuse. Widespread floods had occurred in the Amritsar District 
after the very heavy rainfall of August and September, 1908, 
followed by a severe epidemic of malaria, in which mortality 
“ reached the appalling figure of a plsigue epidemic,” The con- 
nection between water-logging and the epidemic was obvious, and 
efforts were made to improve sanitation by deepening and widening 
natural drainage channels, and the provision in some localities of 
artificial drains. In 1911-12 again conditions in and around 
Amritsar became very insanitary, due to the steady rise in the sub- 
soil water level. The proposal to curtail irrigation was considered, 
but the Settlement Officer was doubtful if such curtailment would 
have the desired effect of lowering the water-table, and he was 
certain that it would provoke great resentment among the peasantry. 
Canal irrigation, as is well known, costs much less per acre than 
well irrigation, and in all parts of the district the number of wells 
has steadily decreased with the expansion of canal irrigation. 
Finally in 1912 it was decided to replace canal irrigation on about 
9,000 acres in the affected tract by water pumped from tube-wells. 

^Kamal Dibtrict Gazetteer, 1892, Ap^pendiis. 
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The Amritsar pumping scheme consists of 1 5 tube-wells sunk in a 
line nearly 4 miles long with a pumping capacity of 30 cubic feet 
per second. The scheme cost 5 lakhs. Financially it has been a 
loss, but the water-table has gone down and the sanitary condition 
of Amritsar has improved. 

The foregoing historical account of water-logging is interesting 
for two reasons: first it serves to illustrate the effects of water- 
logging, and second, it suggests the remedies. 

We have seen that when a canal is so constructed that it 
obstructs the natural drainage of a tract, a remodelling of the canal 
may be necessary. This means the construction of a new channel, 
as was done in the case of the Western Jumna Canal at a cost of 
over a crore of rupees. Fortunately, we are told, the later canals 
leave little to be desired in this respect. 

The question of improving the natural drainage of the country 
has been engaging the attention of the Government for a long time. 
A Drainage Board was constituted in 1918. The Board dealt 
only with water-logging in rural areas and concentrated its attention 
on certain specific schemes in the Amritsar, Lahore and Kama! 
districts. From the 1st April, 1926, the Punjab Drainage Board 
was reconstituted under the name of the Rural Sanitary Board. 
It is concerned with measures intended for the benefit of rural 
as distinct from urban areas, the latter being in charge of the Urban 
Sanitary Board. 

To prevent percolation from a canal to the water-table the 
banks and the bottom of the canal are sometimes waterproofed. 
The Gang Canal, which takes out from the Sutlej at Ferozepur and 
carries water for irrigation to the Bikaner State, is lined for its 
entire length of about 82 miles with concrete. The lining of a 
canal is very expensive. Apart from the cost of construction, the 
lining of the Gang Canal cost about a crore. TTie expense of lining 
all the Punjab canals and distributaries would be enormous. 

The lining of a canal is not simple. This may be judged 
from the statement of aa irrigation enginwr before the Agricultural 
> Cottnnission. “ There is one area,” he said, “ where water- logging 
T-:.; threatens to be most severe. There is a feeder canal called the 
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Upper Chenab which takes water from the Chenab to the Lower 
Bari Doab. It runs constantly, and is a big 200 feet canal with 
a depth of 10 to 11 feet. How are you going to line such a 
channel as that?” 

Lining, again, is only a partial remedy. We have seen that 
of the water actually put on the land for irrigating a field, about one^ 
third goes down to the water-table. Lining will not prevent the rise 
of the water-table due to percolation from the fields and cultivators* 
diannels. 

Apart from the opening out of closed and obstructed drain- 
ages, the only two remedies against water-logging which have be«i 
found effective are ( 1 ) replacing canal irrigation by irrigation 
from wells and (2) by pumping from sub-soil. It is thought that 
as soon as the spring level in a tract tends to rise within 10 feet 
of the natural surface, the restriction of canal irrigation in the 
manner stated is necessary to check the further rise of the spring 
level. 

It is a matter for regret that the area irrigated from wells 
in the Punjab has decreased steadily on accoimt of the extension 
of canal irrigation to tracts formerly dependent on wells. It 
amounted to 4*6 million acres in 1868-69, 3*9 million acres in 
1920-21 and 3*8 million acres in 1931-32. The explanation lies 
in the fact that the cost of irrigation from canals is very small as 
compared with that from wells. The figures given by the Agri- 
cultural Commission are Rs. 3-8 per acre for canal irrigation and 
no less than Rs. 22 per acre for irrigaticm from a well. In view 
of the great difference in cost, it is not surprising that wells have 
been superseded by canals as the source of water supply in the 
areas served by the canals. 

Incidentally it may be menticmed that the difficulties connected 
with the construction of wells by private enterprise are very great 
where the holdings are very small in aze and where there is much 
fragmentation of holdings. 

It will be easily understood that the restriction of canal irriga- 
tion by turning some perennial canals into Kharif canals is resisted 
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by the zamindar. An example is given by R. B. Wazir Chand 
Chopra, Superintending Engineer, in his interesting note printed 
in Vol. VIII of the dEvidence given before the Agricultural 
Conunlssion. In the case of the upper reach of the Hafizabad 
Distributary, where irrigation was once cibandoned on account of 
water-logging, and where some improvement had taken place as 
the result of the construction of seepage drains, the restoration of 
irrigation was contemplated for Kharif crops only, but, as a matter 
of fact, perennial irrigation was sanctioned in the end. 

It is obvious that where water-logging is threatened, canal 
irrigation must be restricted. It means hardship for the cultivator 
on account of the much greater cost of well irrigation, but water- 
loggbg means disaister. 

We have seen that pumping from sub-soil has been success- 
fully tried in Amritsar. The chief hope of success in dealing 
with water-logging lies in the development of schemes of pumping 
sub-soil water by means of tube-wells. This water can, of course, 
be utilised for irrigation in the place of canal water. The cost, 
however, will be greater. It is estimated that the cost of water 
pumped from the sub-soil will be about Rs. 10 per acre. In order 
that the pumping installation may pay (in Amritsar it is working 
at a loss) the consumer may have to pay a rate of Rs. 1 2 to Rs. 1 5 
per acre compared to the present canal rate of less than Rs. 5 
per acre. 

In this connection the progress of the Mandi Hydro-Electric 
Project (opened in March, 1933) will be watched with great 
interest. The Mandi scheme utilises the waters of the river Uhl, 
which joins the river Beas at a point about 5 miles east of Mandi, 
for generating electric power. When the whole scheme is in 
operation, power could be supplied to over 47 towns, extending 
from Delhi and Rohtak in the south to Sialkot and Lyallpur in 
the north, at a very cheap rate. The development of the scheme 
is of considerable importance from the point of view of remedial 
measures which are to be adopted for dealing with water-logging. 
By providing a cheap source of power for the working of tube- 
wells, the Mandi scheme may make an important contribution to 
the solutirm of our problm. 
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Finally, we may consider the means of preventing over-irriga- 
tion, or the enormous waste of csinai water by the cultivator. We 
have seen that over-irrigation must tend to increase the sub-soil 
water supply. It has been estimated that the amoimt of excess 
water applied to crops such as wheat in Northern India is from 
30 to 50 per cent. In the Punjab water is charged for by the 
area of the crop matured, and the rate per acre differs for different 
crops. When water is sold per acre, and not by volume, the 
cultivator has no incentive to be eccmomical in its use. The 
Agricultural Commission were also of opinion that wastage 
is also caused by the uncertainty of supply. In the case of well 
irrigation, the source of supply, the well, is always at hand. The 
supply is certain, which renders it unnecessary for the cultivator to 
apply water to his crops in excessive quantities at any time, quite 
apart from the question of labour involved in working a well, which 
effectually prevents waste of well water. “ With canal irrigation,” 
to quote the Agricultural Commission, “ the cultivator often does 
not know definitely when the next watering will be possible ; he 
therefore applies water in large quantities in the hope that this will 
tide him over the period of unknown length during which it is not 
available.” (Report, p. 335). The result is not merely an 
■ enormous waste of water, but damage to crops and the land. 

It is certain that if water were charged for by volume, the 
cultivator would very soon develop more economical hcibits in its 
use. But irrigation engbeers generally doubt if the sale of water 
by volume to small cultivators is practicable. However, improve- 
ments have be6n made m the ^stbg area system of distribution 
by means of which considerable economy of supply has been 
effected. 

The Punjab Irrigation Report for 1926-27 stated that the 
area actually thrown out of cultivation by the rise of subtil water 
to the ground surface was about 125,000 acres, and the Punjab 
Administration Report for the same year estimated that there was 
danger of expansion of water-loggmg to the extent of 700,000 
acires more. “ The area affected has been stesidily growing m 
past years,” said the Punjab Administration Report for 1930-31. 


115 



INDIA BEFORE AND SINCE THE CRISIS 


In certain districts (e.g., Lahore and Sheikhupura) alkaline area 
(tbur) was increasing, while in other cases there was a reclamar 
tion of sem or swamped areas. The problem was considered 
“ serious ”t in eleven districts. It was “ most acute ”$ in the area 
lying between the Jhelum and Ravi rivers. 

E)uring the past 4 or 5 years considerable progress has been 
made in fighting water-logging. Special thur and sem surveys are 
carried out every year. The Irrigation Report for 1936-37 states 
that from kharif 1935 to kharif 1936 the total area reported as thur 
increased from 348,3 1 1 acres to 399,54 1 acres mainly in 
Sheikhupura and Gujamwala districts. Out of this thur in culti- 
vated land Increased from 47,266 acres to 54,446 acres. For the 
same period sem area decreased from 28,969 acres to 28,660 acres: 

“ This shows that while the reported increase in thur is alarming, 
we have little to fear from water-logging.” (Report, p. 10). 

It is considered that the opening up of the natural drainage 
lines of the country together with the draining of all 
accumulations of standing water will help in delaying the rise of the 
water-table. The Punjab Irrigation Research Institute is examin- 
ing statistical problems connected with water-logging, including the 
correlation of rainfall with the rise of the sub-soil water-table. 

The Water-logging Board has recommended the adoption of 
a five-year drainage programme for the construction of a compre- 
hensive net-work of main drams in the Chaj and Rechna Doabs for 
carrying off rain water- Precautions are being taken to prevent 
rain water from reaching the sub-soil in critical areas. 

Irrigation engineers now take a more optimistic view of the 
problem than they did before. For example, Mr. Kanwar Sain, 
I.S.E., Director, Central Designs, Haveli Project, thus speaks of 
the * bogey of water-logging ’ in his valuable paper entitled 
, ‘ Fintmees and Economks of Irrigation Projects ’ read before the 
1939 sessiem of the Ptmjab Engineering Congress; 

“ Thanks to the efforts of Mr, J. D. H. Bedford die majority 

Pmjiih Bcpiwt 1^31-32* p* 20. 

tfhe Pmjah Aimkmlraimn l932-33» p. 03. 
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is now veering round to the opinion that water spread over land in 
^mall depths for irrigation purposes does not cause water-logging; 
^ the' main cause of water-logging is percolation from the large canals 
and from deep volumes of water standing on the land. Mr. (now 
Sir) W. Roberts expressed the view that ‘ the great bulk of the 
irrigated area of the province would be perfectly safe from the 
evil of water-logging if three times the present supply was given.’ 

“ The areas affected by ihtJ£ and SS!S to the 30th Septem- 
ber 1938 were 466,413 and 29,349 acres respectively. The sem 
area is less than 0’25 per cent of the total irrigated area. For 
the thuT area there is actually a keen demand for extra water. 
While immediate steps are required to arrest water-logging, it is 
urged that future irrigation projects should not be withheld on this 
account ” (p. 249). 


CHAPTER V 


INDUSTRIAL PRODUCTION 

There is no lack in India of raw materials required for the 
development of metallurgical industries. This fact was well known 
to the ancients. Nearly 300 B. C. Megasthenes wrote that India 
“ has under-ground numerous veins of all sorts of metals, for it 
contains much gold and silver and copper and iron in no small 
quantity, and even tin and other metals which are employed 
in making articles of use and ornament as well as the implements 
and accoutrements of War.”* 

Writing in 1881 in the introduction to his ” Economic Ceolog}) 
of India," V. Ball thus commented on the passage quoted above: — 

“ To many it may appear that it was a fanciful and fabulous India, 
very different from the country as it is now known to us. To such the facts 
set forth in this work not only as to the extent of the mineral resources, but 
also as to the extent of the ancient mining operations, will come almost as a 
levelaticm. 

“ Speaking generally, the value of the majority of the deposits is relative 
to external circumstances. Were India wholly isolated from the rest of the 
world, or were her nuneral productions protected fimn competition, there j 
cannot be the least doubt that she would be able, from within her own 
boundaries, to supply very nearly all the requirements, in so far as the mineral 
world is concerned, of a highly civOized community. But the consumer 
would pKJaably have to pay more than he does at the present day.” 

About 1881, however, no important metallurgical industries, 
working on modem lines, existed in India. It was in 1 885 that the 
Mysore Gold Company was founded. The Barker Iron Works 
were, indeed, established in 1875, but it was not untill 1899 that the 
Company succeeded in producing pig iron at a profit. Thus, at 
the beginning of the present century, the only successful metallurgi- 
cal works were the gold mining and reduction plants of Kolar and 
the Barker Iron Works. Great progress has, however, been made 
during the past 30 years. In 1903 the Hutti Gold Mines 

* ** ludiwtml ^ pdblifthedl by tbe imliaEi Munilioiis 123 . 
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(Hyderabad State) commenced operations. In 1909 the Burma 
Mines, Limited, was started. The Indian Iron and Steel Company 
was floated in 1918 with the object of producing pig iron. In the 
same year the regular production of blister copper began in India. 

There is said to be a * surplus ’ of a metal or mineral when it is 
exported ; when home production has to be supplemented by imports, 
the supply is ‘ insufficient,’ and when the production is equal to con- 
sumption, and there are neither exports nor imports, the supply is 
described as ‘ sufficient.’ The statement given below classifies the 
principal minerals and metals under these three heads: 


laeufEcient 

AluminiisiB. 

Arsenic. 

Asbestos, 

Barytes. 

Borates. 

Brass. 

China Clay, 

Coal tar and pitch. 
Sulphate or ammonia. 
Cqpper, 

Diamonds. 

Ferro alloys. 

Graphite. 

Crude petroleum. 

Petrol, including ben- 
zine and dangerous 
spirili. 

Kerosene. 

Fuel oil. 

Lubricating oils. 
Phosphates, 

Potash chemicals and 
manures. 

Quicksilver. 

Salt. 

Silver. 

Sulphur. 

Tin. 

Zinc. 


Surplus 

Antimony. 

Chrome ore. 

Bituminous non-coking 
and coking coal and 
anthracite. 

Copper matte. 

C^pld. 

Iron ore, pig iron and 
steeL 
Pig lead. 

Magnesite. 

Manganese ore. 

Mica. 

Monazite. 

Nickel speiss. 

Paraffin wax. 

Saltpetre. 

Ilmenite. 

Tungsten. " 


Sufficient 

Ferro-manganese, 
Fuller’s earth. 

Gypsum, 

Heavy Benzine. 

Talc (a magnesium 
silicate). 


(Source: Records of the Ceologkal Survey of India, VoL LXVI, Part 

4, pp. 529—32). 



INDIA BEFORE AND SINGE THE CailSIS 


The total value of minerals produced in India is shown below 


The whole of the increase in value of £3 '5 millions in 1924, as 
compared with the average for 1919—23, was not real, being due 
in part to the higher average value of the rupee during that year. 
From 1924 to 1928 the value of the minerals produced declined 
steadily. In 1929 there was a slight increase in value but the 
decline was resumed in 1930, to be arrested in 1933. There was 
a considerable increase in value in 1936— 37. 


Average prices in the United Kingdom of Principal Metau 
AND Ores IN 1929, 1933 and 1937. 


1929. 

£ per ton. 


1933. 

£ per ton. 


1937. 

£ per ton. 


Metals — 

Copper, standard 
Lead, pig, soft foreign . . 
Speltre, ordinary 
Tin, standard 
Pig-iron, Cleveland No. 3 
Steel rails 
Ferro-manganese 
Gold, fine, per oz. 

Silver, standard, per oz 
Ores*—* 

Chromite, per ton 
Mangan^ ore, per unit 
Wolfram, per unit 


75-48 

23- 24 

24- 88 
203-94 

3-52 
8-50 
13-53 
84-94 Is. 
24-6 14d 


32-39 

11-80 

15-74 

194-59 

3-03 

8-37 

11-25 

124'802s. 

18-148J 


54*50 

23-30 

22-34 

242-33 

4-60 

9-55 

16-60 

140-666 

20-071 


£4-296 

\40d. 

29-28s. 


£4-625 

9-5d. 

15-42s. 


4-425 

22-50 

69-833 


Average 1919 — 23 
1924 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 
1937 


Million £ 

25-2 

28-7 

25-8 

22-9 

21- 9 

22- 3 
19-8 
17 - 7 '" 

15- 6 

16- 6 
25-2 


INDUSTRIAL PRODUCTION 

Attention may be drawn to the heavy fall in the price of copper, 
pig lead, speltre, manganese ore and wolfram in 1933 and the 
remarkable recovery in 1937. v 

Coal 

The coal industry has grown rapidly since 1897, in which year 
production amounted to a little over 4 million tons. This may be 
compared with the peak production of 25 million tons in 1937. 

\ The coal industry is suffering from overproduction and the 
jconsequent heavy fall of prices. The consumption of coal in India 
is estimated at 1 8 million tons, while the producing capacity is 26-27 
million tons annually. The price of coal has fallen from Rs. 12 
per ton at the pithead in 1924 to a little more thm Rs. 3. 

The coal interests complain that the Government have retarded 
the industry by purchasing coal-bearing lands and producing coal 
themselves for the State-owned Railways. TTie use of fuel oil in 
place of coal, as on part of the North-Western Railway system, is 
also objected to. It is admitted that the Railway Board have 
assisted the cosd industry by restricting the production of State- 
owned collieries, but this is not considered enough. 

The embargo on the export of coal, imposed by the Govern- 
ment of India in July, 1920, was responsible for the loss of important 
overseas markets. Of these Ceylon has been recovered, but the 
Straits Settlements and other Esistern markets have been captured 
by South African coal. 

The Coal Grading Board was constituted in 1925 and com- 
menced operations in 1926- The object of this Board is to ensure 
drat only good-sized coal is exported. The Coal Grading Act 
provides for the grading of seams of coal and for the grant of 
certificates for coal intended for export. The exports of coal fell 
from 685,000 tons in 1928-29 to 373.000 tons in 1933-34 and 
about 250,000 tons in 1936-37. But exports suddenly increased 
to 1 million tons in 1937-38. 

Regulated production is the way suggested out of the ‘ Valley 
of Despair ’ in which mine-owners at present find themselves. The 
industry on an average employs 195.000 workmen daily. The 
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continued weakening of the industry would lead to an undesirable 
reduction of wages and salaries, and financial losses to the industry, 
the investing public and to Government revenues. The fall of 
prices, further, limits production to seams of the best quality coal, 
cuid makes it difficult to improve the methods of extraction. 

The industry has asked for legislation for the control of pro- 
duction. The mine-owners have sought Government help because 
they fear that their unaided efforts to control output will not be 
successful. No marke'ing scheme will solve the difficulty, for 
“ overproduction is the source of the disequilibrium, not 
distribution.”^ 

A change for the better occurred towards the end of 1936, 
when signs of over-production temporarily disappeared. There 
was a general revival of industrial activity in 1935 and its pace 
quickened at the end of 1936. New companies were being floated, 
mills were working double shifts and the railways were carrying 
more traffic and were thus consuming more coal. The genuine 
demand for coal consequently increased. Apart from this, an 
exceptionally good harvest in 1936 caused a serious shortage of 
miners who returned to their villages, and the production of coal 
declined. The price of coal rose even to Rs. 7 per ton delivered 
into wagons at pits’ mouth. But it rose only to fall heavily again. 
Over-production has re-asserted itself. 

The sudden incresise in the exports of coal in 1937-38 was 
chiefly due to the ban on the exports of coal from South Africa. 
The ban has been lifted and exports from India will in the coming 
years tend to decline. Japan will again become a serious com- 
petitor when the war in China ends. Increased exports therefore 
caxmot be relied iqx)n for the adjustment of the increased supply 
to demand: “ The corrective therefore must come from the supply 
side.” It is doubtful how far increased industrial activity in India 
will absorb the greater output of coal. Solution of the difficulties 
of the coal mdustry seems to lie in curtailment of production. 

^ Captioft Tradk ami Induttrica Dccemfefi, 1934, p. 50. 
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Manganese 

The output of Manganese was 902,000 tons in 1907, and 

1.129.000 tons in 1927, valued at £2' 7 millions. After 1927 
, both the output and its value fell. In 1933 the output w^as only 

218.000 tons, valued at £123,000. These are the smallest 
quantities and values reported since 1901." The quantity of the 

i production in 1933 was a little over one-fifth of that of 1927 and 
the value less than one twenty-second part of the value of the 1927 
production. No major Indian mineral industry suffered from the 

r effects of the collapse of prices so much as the manganese industry. 
The heavy fail in the price of manganese ore, from Z2'9d. per 
unit in 1924 to 9'5d. per unit in 1933 was due to world overpro- 
duction. Russia’s non-economic methods of exploitation and 
finance were responsible for the crisis in this industry. While 
supplies increased, demand fell on account of the declining 
production of iron and steel. The world’s output of steel fell 
from 122 million tons in 1929 to about 68 million tons in 1931 
and only 50 million tons in 1932. The output rose in 1933 to 69 
million tons, wihch slightly raised the price of manganese in 1934. 

In 1937 the quantity of manganese produced increased to over 
1 million tons, valued at over £3 millions. 

The chief sources of production of manganese ore are India, 
Russia, the Gold Coast, South Africa and Brazil. The output 
j. of Egypt and Czecho-Slovakia is cilso appreciable. 

The exports fell from the post-war (1919-20 to 1923-34) 
average of 648,000 tons to 266,000 tons in 1933-34, but rose to 

627,000 tons in 1936-37, and over 1 million t<wis in 1937-38. 

Petroleum . — ^The world production of petroleum in 1933 was estimated 
at 198 million tons. The contribution of the United States to this total 
was 62'5 per cent, Russia 10"6 per cent, Venezula 8’3 per cent, and India 

062 per cent The quantity produced in India was 306 million gallons 
in 1933 and 350 million gallons in 1937. 

Cold. — The chief centre of gold mining is Mysore (Kolar gold fields). 
The two deepest mines on this field have reached depths of 7,960 and 8,224 

^ Records of the Ceologkcd Survey of Indw, Vol. LXVIII, Part 3, p. 277. 
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feet (the Champion Reef and the Ooregum Mines respectively). The roci: 
temperature at these depths is very high, 1 33 degrees F., and the maintenance 
of adequate ventilation at the working places is becoming a difficult problem. 

Mica.— The reported quantity produced in. 1937 was ,104,478 cwts; 
exports exceeded the output (294,000 cwts. in 1937«^38). The difference 
is due to theft from the mines. 

Salt~ln 1937, excluding Aden and Burma. India produced 
1,493,000 tons of salt from the sea. subsoil or lakes, and 187,000 tom of 
rock-salt Imports in 1937 amounted to 339,000 tons. 

Sahpelre,— No figures of production are available, but exports indicate 
the general state of the industry, as, excepting a few hundred tons required 
for internal consumption as fertiliser, the whole of the output is exported. 
Exports increased from 134,000 tons in 1931-32 to 188,000 tons in 
1933-34. but fell to 171.000 tons in 1934-35, and 158,000 tons in 
1937-38. 


IncKa A-probabk-xea^^ du!tninim.ore_Meje^IMled-.^^ ’ 

34 millk aiJons. and potential resourc e at 100 million tons . 

The proved reserves of coal (Gondwana coal-fields) in 1931 
were put at 5,000 million tons of good quality. TTe probable 
r esources i n coa l are estimated at 20,000 mi llion tons, and^jotfiiiliai 
resources at O OnOO-millb n tons in seams of over 4 feet thick at 
workable depths. In addition there are 6,000 million potential tons 
of tertiary coal in Assam. 

The Dr oyfid reser ves of copper ore (1931) eunount to about 
1^.000 tons, and of lead ore to over 4 miflio n tons. The probable 
resources in irem ore (Haematite, containing 6() per cent of iron) 
are estimated at 3.000 mill ion tons,® 


MANUFACTURING INDUSTRIES 

The industrial backwardness of Indiat is due to several 
causes, among which the neglect of applied science, the laissez 


® RecorJj of th& Cealo^cal Survey of India* Vol. LXVI, Part 4, p. 476. 
t Tbc Indian Iii<iu*trial (1916-18), Aus descril>edi the dieHciencies in the 

pmdbictton of arliclet!— • 

. ; * ^ Tfe» WUaJes im o«r tudb^rkl catalogue are of a Idrui mml auiprbmg to one 
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faire policy of the Government in the past, and the shyness of Indianl 
capital for modern enterprises may be specially mentioned. As is.;' 
well known, one of the most important causes of Germany's indus- 
trial leadership is her zeal for scientific studies and the application 
of science to practical problems. In India, till recently, the study 
! of science occupied a very minor place in the educational system. 

.»■ The education imparted in our schools and universities is still mainly 
i of a literary type, which accoimts for the utter lack in India of 
scientific business experts who could help in the organisation of 
industries and who have, therefore, to be imported. Again, as we 
have seen, in industrial matters, the Government in the past, with 

f ... . 

I familiar only with Eurq[>eaft conditions. We have already alluded generally to the basic 

! deficiencies m our iron and steel industric8» and have explained how, as a 

result of theaCf the many excellent engineering shops in India are mainly devoted to 
repair work, or to tlie manufacture, hitherto mainly from imported materials, of 
comparatively simple structures, such as roofs and bridges, wagons and tanks, India can 
build a small marine engine and turn out a locomotive, provided certain essential parts 
are obtained from abroad, but she has not a machine to make nails or screws, nor can she 
I manufacture some of the essential parts of electrical machinery. Electrical plant 

and equipment are still, therefore, all imported in spile of the fact that 
incondescent lamps are used by the million and electric fans by lens of thousands. 
India relies on foreign supplies for steel springs and iron chains, and for wire ropes, h 
vital necessity of her mining industry. We have alieady pointed out the absence of any 
manufacture of textile machinery, and with a few excepbons, even of textile-mill 
accessories. The same may be said of the equipment of nearly all industrial concerns. 
The list of deficiencies includes all kinds of machine tools, steam engines, boilers, oil 
and gas cn^nes, hydraulic presses and heavy cranes. Simple lathes, small sugar mills, 
small pumps and tt variety of odds and ends are made in some shops, but the basis of 
; their manufacture and the limited scale of production do not enable them to compete 

^ with imported goods of similar character to the extent of excluding the latter. Agriculturists’ 

and planters* tools such as ploughs, mamooiies^ spades, shovels and pickaxes are mainly 
imported, as well as the hand tools of improved character used in most cottage industries, 
including wood-working tools, heals and .reeds, shuttles and pickers. Bicycles, motor 
cycles and motor cars cannot at present be made in India, though the imports nnder 
these heads were valued at Rs, 187 lakhs in 1913-14. The manufacture of common glass is 
carried on in various localities, and some works have tamed out ordinary domestic utensils 
and bottles of fair quality, but no attempts have been made to produce plate or sheet glass, 
while optical glass manufacture has never even been mooted. The extent of our dependence 
on imported glass is evidenced by the fact that in 1 913*'! 4 diis was valued at Rs. 164 lakhs. 
Procelain insulators, good enough for low tension currents, arc manufactured, but India 
does not produce the higher qualities of either porcelain or china. Attention has been 
directed to the building of steel ships, but until the local supply of steel has been 
greatly increased, it is more than doubtful if expectations in titiis direction can be realised, 
and it is probable that there are other ways in which our present relatively small supplies 
of Indian steell can be quickly and more profitable utilisod.** {ReporU 55). 
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few exceptions, followed a ‘let alone’ policy. “The political 
and economic conditions of India,” wrote the Industrial Commis- 
sion, “ have created a large export and import trade, and this trade 
has brought about the present industrial position.* Unrestricted 
freedom of importation is responsible in no small measure for the 
industrial backwardness of India. It large ly explams the shyness 
of Indian capital for modem enterprises. There was never any 
serious lack of capital in India, but Indian capital was chiefly 
invested in agriculture and a few manufacturing industries, as jute 
and cotton. Profits in most of the industries affected by foreign 
competition were very uncertain, and Indian capital avoided these 
industries.*^ Lastly, in the p u r chase of Government stores very little - 
advantage was t aken of the r ules intended to encourage the purchase 
of locally manufa ctut£d.,-articles. arid Government Departm^ 
generally indente d (Mt- the In di a Office f or th eir re quirements. 

The War forced the Government of India to direct their 
attention to the questicai of developing Indian industries. The 
unprecedented shrinkage of imports made the coimtry realise, as it 
had never realised before, the terrible consequences of too great 
dependence upon other countries for the supply of things essential 
in peace and war. The Industrial Commission emphasized the 
danger of industrial deficiencies in the following words: — 

“ The list of industries wluch, though their products are essential alike 
in peace and war, are lacking in this country is lengthly and almost ominous. 
Until they are brought into existence on an adequate scale, Indian capitalists 
will, in times of peace, be deprived of a number of profitable enteiprises, 
whilst in the event of a war which renders sea transport impossible. India’s 
all import ant exsting industr ies will be exposed to the risk of stopp age, her 
rSumers to great hardship , and 1^ armed forces to t h e g ravest jKmible 

Every effort was made by the Government during the War to 
develop industries whose products were required, directly or indirect- 
ly, for war puropses. The Indian Munitions Board was established 
in Febmarv. 1912 . llie functions of the Board were “ to contr ol 
and d evelop Inrlian r esources witfiTpecial ref erence to th e need s 

p. 49. 

*Repori, pp. 55-5& 
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created by the War. — to limit and co-ordinate demands for articles 
not msuiufactured or produced in India, and to apply the manu- 
facturing resources of India to War purposes with the special 
obiect of reducing demands on shipping.” The primary object 
of the Munitions Board was to meet the demands of the armies 
grating in Mesopot ami a, bsit jt. helped very materially in the 
d^ppment of Indian rndj^tnes by purchasing in India articles 
and materials needed for the ciyil and jnilitary departments arid for 
the railways; by diverting, so far as it was practicable, orders for 
articles and materials from the United Kingdom to manufacturers 
in India; by giving assistance to individuals z uid fi rms who desired 
to import plant or t o e ngage technic^ jmd chqnic^ expe^ and 
dciff ed labour from England or elsewhere to establish new 
industries or develop old ones; and by the dissemination of informa- 
tion and expert advice and the giving of other direct or indirect 
encouragement to persons prepared to establish new industries in 
India. During the 18 months, from 1st April, 1917, to the endl 
of September, 1918, the Board spent 34 crores of rupees. The 
stores were purchased by the Board mainly from Indian firms. 

The Munitions Board pzud special attention to the encouraige- 
ment of ‘ key ’ industries. For example, some of the accessories 
used by the milling industries in India, such as roller skins, pickers, 
sheep skins for rice-polishing, belting, etc., are now made in India. 
Other industries to which considerable attention was paid were tlie 
manufacture of anti-friction metal, ferro-manganese, glass, pottery, 
refractory bricks, disinfecting fluids, tea-pruning knives, tea chests, 
asbestos, boiler composition, glucose, coir articles and graphite 
crucibles. 

Apart from action taken by the Government to encourage/ 
Indian industries, the rise of prices caused by the heavy decrease in| 
all kinds of imports gave a great stimulus to Indian manufacturings 
enterprise. Attempt was made by manufacturers to fill the gap! 
caused by the shrinkage of imports. Old industries were strength- 
ened and enlarged and new industries were established. But fbr 
cert^ cmps, arising out of our pre-War industrial 
wegkne ss, th.e. growth-ofindustties d urin g the War would have, been 
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even more rapid th;^ jt These causes were: (1) the 

i^culty of importing machinery and materials such as are not 
made in India; (2) the shortage of coal and coking plant and the 
shortage of railway wagons and coasting vessels; (3) the difficulty 
of procuring from abroad chemical and technical experts and (4) 
the shortage of skilled labour. 

India’s fiscal policy was examined by the Fiscal Omunission 
of 1921-22 . The report of the Gommission was not unanimous, 
the minority recommendmg ‘ Protection ’ and the majority ‘Pro- 
tection applied with discrimination.’ TTie difference between the 
two points of view, for all practical purposes, is slight, for protect- 
ion must always be applied with discrimination. A Tariff Board 
was con stituted in accordanc e wjth^ the lefiPHUSen^tions of the 
Fbc 3 C ommission. InjdesJing wiA d protection 

Tariff Board has to satis fy itself (a) that the industry possesses 
natural advwtagi^, (b) that without the help of protection it is 
n ot lik ely to develop, at all, or not so rapidly as is desir^le,,and 
(c) t hat it will ev e ntuallyJae.able-to face. worH competiticm without 
orotectic m. 

The chief objects of the Conunission in recommending the 
adaption of a policy of discriminating protection was to reduce the 
burden whic h protection inevita bly imposes upon the consumer, |o 
prevent the establi shme n t of uns uitable industries (which fni^t be 
the result if all kinds of industries were indiscriminately protected), 
/ and to nuninuse the effect of protection on the balance of trade, or 
t o giaintain a favourab le balance of trade._^ 

Iron and Steel 

The firsL -fanit of Ae labours of die Tariff B oard >yas_Act 
No. XIV of 1924 to provide for the fo stering and development of 
th e steel in d ustry jn^ JSritis|^ India. The Act authorised the 
‘ Govemor-ClcaeraJ in Council to give bo unties on steel rails and 
fohplati^jtnd cm raflwav wagons^to cwnpanies producing these 
articles, regifetared undar the Indian Companies Act of 1913, with 
a rupee capital, an d haying a certain iHOPorti caLclIndiaa Dirj^dafs. 
andiniposed duties cff % to ^ p er cent.og!,jpiport|fed ir<^ and steel 
’ ac cording to t 3^ st age of Bwa^actur e of the imported artic le, and 
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the requirements of the Indian industry. Protection in the first 
instance was granted for a period of three years, until the end of 
March, 1927. The rise in the rupee exchange after the passing 
of the Act and the continued depression in the steel industry in 
European countries led to two further enquiries by the Tariff Board 
in 1924 and 1925. The Tariff Board recommended the grant 
of bounties on the production of steel ingots subjects to a maximum 
of 50 lakhs for the year ending 30th September, 1925, and 60 
lakhs for the eighteen months ending 31st March, 1927. 

The situation was re-examined by the Tariff Board in 1926. 
It recommended the continuance of protection for a period of 7 
years, that is until 1933-34. The system of bounties was dis- 
continued on the ground that it was likely to prove very cosily. 
The production of the Indian steel industry was increasing, and it 
was doubtful whether the revenue from the protective duties would 
be sufficient to cover the cost of the bounties. Further, an element 
of preference was introduced in the duties levied on imported iron 
and steel. Two scales of duty were adopted — basic duty ” and 
“ additional duty.” The “ basic duty ” was fixed with reference 
to the price of steel imported from the United Kingdom. All steel 
iinported into India, whether from United Kingdom or the Continent 
of Europe pays the “.basic duty.” Continental steel also pays- the 
“ additional duty,” which is based on the difference between the 
prices of British and Continental steel, making allowance for the 
difference of quality between the two. 

The progress of the steel industry between 1926 and 1933 
was satisfactory. The output averaged 404,000 tons in this 
period and amounted to 427,000 tons in 1932-33. In the year 
1927-28 the Company’s output was 429,000 tons and its share of 
the available market (i.e., of the consumption of products similar 
to its own) was 30 per cent; in 1932-33 the proportion rose to 72 
per cent — which means that the whole of the fall in demand in 
this period was, borne fay imported steel. The imports of iron or 
steel fell from over 900,000 tons in 1927-28 and 1928-29 to 
237, (XK) tons in 1932-^33. They rose to 244,000 tons in 1933-34 
and about 275.0CK) t<Mis in 1934-35. 
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Between 1926 and 1933 the Xata Company maintained an 
output roughly equivalent to 75 per cent of their capacity. “ This, 
IS ho small achievement,” as the Tariff Board said in its report on 
the iron and steel industry (1934). ” Few steel industries in the 

world have been able tojnaintain such an output.”"* 

I The industry has been assisted by the weakening of foreign 
Icompetition in recent years. Foreign manufacturers have been 
j Dusy trying to meet the increased consumption demand in their own 
home markets, thus giving the Indian industry a chance which it 
has not missed. Th e wor ks of the Tata Company haye been 
extended a nd many oLlhfi.. steel . products . .which were formerly 
mported.bxaiLja broad , ydll. now b.e. jcaade in. jndi^ 

Boom conditi ons prevailed in the indust ry in 193 7. Though 
they &^assed away and may not return ‘ the intrinsic position 
of the industry is healthy and sound.’ Tlhg. de man d for steel in 
India is not likely_to fallju^jhe industry is yyell organised apd 
wor king at low cos ts. . 

According to the Statktical Abstract for British India (1938) 
between 1932-33 and 1935-36 the production of pig iron increased 
from 880,000 tons to 1,541,000 tons; of steel ingots from 591,000 
tons to 880,000 tons and of finished steel from 442,000 tons to 
677,000 tons. It is stated in the Revieiv of the Trade of India 
for 1937-38 that the output of the iron and steel industry in 1937- 
38 reached double*5ie figure (ot 1929-30. 

The Tariff Board found that no protective duties were required 
by the following articles: rails and fishplates, structurals (tested) 
and plates (tested) of British manufacture, semi-finished steel and 
steel sleepers. I n the case of rails and jshpj^es.lhe Tariff JBoard 
consid ered that ^_j^t means of ^ the indmtry WM to 
ensure that the requirement s of fodian r^ways yrere purdhas ed is 
I nSa UP to the tc^al capac ity pf the Indijm industry at the fair 
yllrng micesL esthn ated by Ae Tariff Boar d. Excepting the article 
mentioned, which required no protective duty, the Board recom- 
mended specific duties on imported steel products at rates varying 
from Rs. 10 to Rs. 43 per ton. The present duties are preferential 

«P. 12. 
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like the old duties. The Tariff Board received no complains 
regarding the working of the preferential or differential system of 
duties. As in the old scheme, in the new scheme of protectioni 
duties are so calculated eis to give the British manufacturer al 
definite advantage ais compared with the Continental manufacturer^ 
consistently with the interests of the Indian industry. As an] 
example, bars (tested) of British manufacture pay a duty of Rs. 
10 per ton and bars (untested) , not of British manufacture, a duty 
of Rs, 39 per ton. 

Xhe new scheme of protection will continue in force till 31st 
March, '1941. 

The need for heavy protection against _ Continental steel 
arises from the low prices at which it would otherwise be sold. 
Continentad steel, which competes with the products of the Indian 
industry, is sold through an international organisation which, in 
fixing its prices, takes account of the local conditions of each market, 
and not necessarily of the expenses of production. Thus Continen- 
tal steel may be sold in India at prices below cost of production. 
It is for this reason that the Tariff Board regarded the measure 
of protection which it proposed “ a^ in the nature pf an anti-dumping 
provision rather than as a mesisure of substantive protection.”® 

The questicm naturally arises whether protection would continue 
indefinitely. One of the conditions for the grant of protection 
laid dovm by the Indian Fiscal Commission (as we have seen) 
is that the industry should be eventually able to face world 
competition without protection. A?^i.Jthe,Jndian steel industry be 
^le to dbpense with protection .gyentually? The question was 
answered in the affirmative by the Tariff Board in 1923. The 
Tariff Board described India’s natural advcuitages in the producticai 
of steel and expressed its belief that " it will not be long before the 
initial difficulties are overcome, and steel is produced at a cost 
low enough to enable it to face outside competition in India without 
protection” (para 28) . 

T3re Tajd£Bim.dj a.^^^ remained of the same opinion. It 
was satisfied that if full economic prices, including all commercial 


® Para 58 of the Report of ihe TariS Board on the Si&cl Indmtr'p (1934). 
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charges, were quoted for Continental steel sold in India, the Indian 
industry could dispense with protection (para 192). As compared 
with France, Belgium and Luxemburg, India enjoys an advantage of 
Rs. 8 per ton in the production of pig iron. These countries, 
however, have an advantage over India in making steel from pig 
iron, which is due to the employment of the basic Bessemer 
process. This process is inapplicable in India on account of the 
low phosphorous content &f Indian pig iron, but the advantage 
of the Contment does not exceed Rs. 5 per ton, so that I he low 
cost of our pig iron may be set off against the economies arising 
from the use of the basic Bessemer process on the Continent, 
India, thenjt. is under no handicap as compared with Continental 
countries in the manufacture of stee|. But Continental competition i 
is not fair. The Tariff Board hopes that if Continental prices 
rise to a more economical level, the Indian industry “ will, within 
the next seven years, substantially approach the stage of being able ■ 
to dispense with protection ” (para 63) . 

This is a consoling thought. It is not improbable that at 
the end of the second period of protection we shall again discover 
that Continental prices are uneconomical. At the end of each 
successive period of protection our industry will probably continue 
to “ substantially approach the stage of being able to dispense 
with protection ” without being actually able to dispense with it. 

The steel industry is of national importance and it deserves 
protection on thi s ground . And protectjpn..hasl.a3m& to stay. 

Room for Another Steel Works 

The consumption of protected steel in 1929-30 was 
1,078,000 tons (of which protected imports amounted to 558,000 
tons), and the Tariff Board took this figure as representing India’s 
normal demand for protected steel. Tata’s maximmB LJ3UtDat.wa^ 

whichiefLoveLifiOi^-^^ 

e xtent of lhe protej^is d^aikLavailabk steel vyQrks| 

“ w^iout being rash enough to prophesy,” wrote the Tariff Board, 
“ we may reasm iably hold thk view that thaei!LiaQro.Toir..anothCT| 
sled wodts, and that the success of t he Tata^.Qom|^j shspid ,bfl 
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sufficient to encourage the establishment of another.”® A 
contrary view is taken in an article entitled “ Future of Indian Iron 
and Steel Industry ” in the ‘'Capital” (Indian Industries, Trade 
and Transport Supplement) for December, 1934. It is adimt- 
ted that a considerable amount of extra production is available for 
manufacturers, but it is maintained that difficulties in regard to 
commercial distribution are insuperable. The future development| 
of the steel industry and the growth of other big steel works | 
depend on the ability of the industry to economically distribute! ^ 
its output — very heavy reduction of railway rates wilTbe necess-g 
ary in order to enable steel products to meet competition in the most | 
distant parts of the country. 

But the re is plenty of , x oam f or smalL-Mdss rolling from 

billets or scraps and confining themselves to a narrow range of 
products. Such small works are now springing up all over the 
country- There are two or three in Cawnpore, and others are 
working at Hathras, Agra, Ghaziabad, Allahabad, Lahore, 
Bombay, Benares, Calcutta and Negapatam. 

Labour at Jamshedpur 

The Tariff Board was satisfied with the arrangements made 
by the Tata Company for the welfare of labour. Jamshedpur 
possesses an up-to-date hospital, a Technical Institute, an Appren- 
tice School, a High School, two Middle Einglish Schools emd 32 
Primary Schools. A welfare Department was organised in 1929.* 

« Report. 1934. p. 13. 

*** Space does not permit here to assess aelequately the iuhnite attention, care and 
forethought which have gone into the planning of the beautiful garden town of 
Jamshedpur and its environment where there are no slums, busti * ^ and no plague-spots 
such as mar many industrial towns of the West and the older towns of India. And 
what is more, the Steel Company has assumed the entire responsibility from the very 
beginning for proper administration of all its civic functions and obligations with courage 
and determination. Housing, health, sanitation, medical relief, education, recreation and 
social welfare on modern scientific lines all come in for a due measure of generous 
attention. Inside the Works, the adoption of an eight-hour day, the provision of liberal 
service rules, production bonus, provident fund benefits, safeguards against accidents, esta- 
blishment of canteens and maintenance of proper working conditions have contributed 
materially to reduction of industrial fatigue, accidents and illness, and to promotion of 
general improvement in morale and efficiency. Thus has the tempo of modem 
industrialism in India been 'set by Tata Ste<d Worb/' (CopiW. Trade and 
Industries Supplement, 1933 , p, 50 .) 
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In January, 1929, a scheme was introduced for grariting maternity ^ 
benefits to women workers ; compensation for injuries received in 
the works is granted- by the Company on a more^ generous ^ 
than provided for m the Workmen’s Compensation Act. Jamshed- 
nagar also possesses 25 Co-operative Credit Societies. First aid 
arrangements are adequate. 

SmQe.the.©:?nt of protecliop the Company has , been steacfaly 
pursuing a policy of Indianisafipn; While considerable economy 
has been effected, efficiency has, been maintained. 

The number of employees on the Company s pay roll is about 

24,000. f 



The Cotton Mill Industry 

In the pre-War year 1913-14, the imports 
goods into India amounted to 3,197 million yards, of which 3,^4 
million yards, or 97 per cent represented British imports, ihe 
heavy decline in.iimqrts during, the War and.in tlie years jmmediat^ 
Jy.^^ykvdng thp War, and the revival of trade in subsequent years 
are shown by the following statement. 


Imports of Cotton Piece Goods into India in million yards 



From 

From 

Total 


Unite<i 

Japan 

(including 


Kiugdbm 


other 




countries) 

1913-14 

3,104 

9 

3,197 

Average 1909-1 0 to 191 3-14 

2,563 

3 

2,631 

Average 1914-15 to 1918-19 

1,702 

97 

1,840 

Average 1919-20 to 1923-24 

1.199 

113 

1,351 

1924-25 

1,613 

155 

1,823 

1925-26 

1,286 

216 

1,563 

1926-27 

1,466 

243 

1,787 

1927-28 

1.541 

321 

1,973 


f It will be seen that i mporte f ipm-,jhe.„UniteA-^S^ 

: wg^e a li ttle m - 

j st^dy increase in importj j from lapan -MdllAhi£Lbs.B9l£d. 
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Japanese imports, however, are small in amount. A f^_more 
formidaljle rival of Lancashire is the Indis® cotton mill in^styy. 
llie progress of the Indian cotton industry since 1898-99 is 

shown by the following statement: — 


Progress OF the Cotton Mill Industry 


Year ending 

Num!>er of 

Number of 


Number of 

Number of 

June 30. 

mills 

working 

spindles 


looms 

spindiles' to 
looms 

1898-99 . . 

167 

4,549,791 


38.155 

119 '' 

1912-13.. 

236 

6,320,028 


92,487 

68 

■ Year ending 

August 31. 

1917-18 . . 

249 

6,562,637 


115,818 

56 

1920-21 .. 

245 

6.845,824 


123,544 

55 

1924-25 . . 

275 

8,093,801 


148,612 

55 

1931-32 . . 

317 

8,908,330 

Production 

173,551 

51 

Mill produc-' 

Miliproduc- Exports of Percentage of 

Eixports of 

Year ending 

tion of yam 

tion of cloth 

yarn in exports of 

cloth in 

31>t Matdi. 

in million 

in million 

million 

yarn to total 

million 


lU. 

Ibe. 

lbs. 

production. 

yards. 

1899-1900 ., 

514 

102 

244 

47*4 

112 

1913-14 .. 

683 

274 

207 

30'3 

130 

Yew ending 

3 Ist August 

1918-19 .. 

615 

349 

73 

117 

187 

1921-22 .. 

693 

403 

88 

12-6 

187 

1925-26 . . 

686 

465 

32 

47 

165 

1926-27 . . 

807 

538 

42 

52 

197 

1927-28 .. 

808 

567 

25 

31 

168 

1931-32 .. 

966 

672 

22 

2'3 

105 


It will be seen that the..indbstoi^ . had m ade considerable 
progress before the War. This is shown particularly by the 
increase in the number of looms in 1912-13 as compared with 
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1898- 99. the begi nni ng of the pre-War period (1898-99 to 

1912- 13),^ the industry was essentially ^spinning industry ( a little 
less than half of the total yam produced was exported) . In 1912- 
1 3 the number of spindles to looms had fallen from 1 19 to 63, 
while the production of cloth increased from 102 million lbs. in 

1 899- 1 900 to 274 million lbs. in 1913-14. 

The imports of yam from 1899-1900 to the outbreak of the 
War remained fairly const<uit. The bulk of the imports came 
from the United Kingdom, the proportion of imports from that 
country to total imports in 1913-14 being 86 per cent. 

The imports of piece goods rapidly increased in the two or 
three years preceding the War, and amounted to 3,197 million 
yards in 1913-14. The proportion of Indian mill promotion to 
imports increased steadily from 19 per cent in 1899-190Cno 36 per 
cent in 1913-14. 

During the War-period (1914-15 to 1918-19) the numbgr 
of mills as welUas the num.ber of spindles practically remain^ 
stationary but the number of looms increased by 25 per cent. The 
exports of yarn, after rising to 178 million lbs. in 1916-17 fell to 
73 million lbs. in 1918-19. This was chiefly due to the competition 
of Chinese and Japanese yam in the Chinese market. But a 
contributing cause was the neglect of the foreign market owing to 
the large profits which could be made locally. 

The three years immediately following the close of the War 
were a period of great prosperity for the mill industry. All mills 
were working to thmr full capacity and there was a marked increase 
in the production of yam and cloth. The capital invested in the 
industry almost doubled between 1917-18 and 1921-22, the figures 
bebg 20'84 and 40’98 crores of rupees respectively. High profits 
were earned in Bombay and elsewhere- The percentage of 
dividends to paid-up capiltai in the case of Bombay mills was 40' 1 , 
35'2 and 30'0 in 1919, 1920 and 1921 respectively. The boom 
was followed by the invil^ie depression. Stocks of yam as well 
as cloth increased, and the attempt to force down wages led to 
Steikcs. TTie net profit fell from 388 laJchs in 1922 to 33 lakhs 
m 1923 and became a loss of 92 lakhs in 1924 and 134 lakhs in 
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1925. Of 59 mills in Bombay for which information is available, 
43 worked at a loss in 1925. , 

The lowest point of the depression was reached in Ahmedabad 
in 1 923, in which year there was a strike of over 2 months’ duration 
in that place. On the whole Ahmedabad mills fared somewhat 
better during the period of depression than the Bombay mills. In 
other parts of India conditions approximated more closely to those 
in Ahmedabad than to those in Bombay. 

A demand for protection was made by the industry in 1926. 
An enquiry was made by the Tariff Board, and by a majority the 
Board recommended an increase in the existing 1 1 per cent duty 
on all cotton manufactures other than yarn, and the grant of a 
bountyt||n spinning yarn of counts 32s and above. Both proposals 
were rejected by the Government. 

It was, however, established by the Tariff Board that on 
account of inferior labour conditions in Japan, there was an element 
of unfairness in Japanese competition, and that the stabilisation of 
exchange at Is. 6d. undoubtedly imposed a handicap on the Indian 
industry. 

The history of the cotton mill industry since 1930 is eventful. 
The Cotton Textile Indu stry (Protection^ ^ct of 1930 granted 
protTCtion to the industr y, wh ich was in 19^- A British 

Textile Mission, representing the Lancashire cotton industry, visited 
India in 1933, and the Bombay Mill-owners’ Association concluded 
an agreement with Lancashire, which is known as the Mody-Lees 
Agreement. In J|mu^, 1 934, a Trade Agreement wai conclud- 
ed with Japjin. 

TJii^ years have seen a rapid expansion of the mill production 
of cloth . The cotton mill industry has materially benefited by the 
heavy protection granted to it, and by the swadeshi movement, 
which assumed the form of a boycott of foreign cloth in 1930-32. 
The mill production of clfiih in certain years is shown below: — 
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Year endmg31«t March. 

1900-01 
1913-14 . 

1917-18 
1921-22 

1928- 29 

1929- 30 
1931-32 

I 1932-33 

; 1936-37 

1937-38 . 


Qodi loade in Indian 


Mills, in million yards. 


422 

1,164 

1,614 

1,732 

1,893 

2,419 


2,990 


3,170 

3,572 


4,084 


The imports of cloth amounted to 1,225 million yards in 
1932-33, 796 million yards in 1933-34 and 591 million yards in 
1937-38. pmdnctiQn... x£.JtfJ^ industrxJo'| 

be ata 1.500 millio n'vards. the total consumption pJ[cott<}a,d2lb I 
b India aUhe pr^sent time ma£g estimated at abou^OOO ^hoM 

is by ropoUs. Ipdia is pra^ti- 

caffy self-sufficlenX„,in. JSS^inl-ij 0 L.&Qtton^^ easily_^ 

cE^^n^.. wth jjnpprts, 

** The chief points of the Mody-Ues A^egpM.oi.i2^ 
the following: 

(a) When it becomes possible for the Government of India 
to remove the general surcharge on all imports imposed in October, 

1 93 1 , the Indian side will not make fresh proposals with regard to 
duties on British cloth, 

(b) Further efforts vnll be made to popularise and promote 
the use of Indian cotton in Lancashire. 

The salient features of the Indo-!lapanese Trade Agr^^nt 
were the following: 

1. The import duty of -75 per cen t ad yqlgran. or 6 3/4 
annas per lb. on plain grey goods imported from Japan was 
reduced to 50 Per cent or 5 1/4 annas per lb., and on other cotton 
piece goods from 75 per cent W valorem to 50 per cent ad valorem. 
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I 


2. Imports of Japanese cotton g oods were linked wiA ; 
Japan's purchases of Indian cotton: | 

(a) Imports of Japanese cotton §oods were in no case to ex- '; 
ceed 400 million yards. TTiis was Japan’s fixed quota. 

(b) FoTT^ilRoh ' bales of Indian raw cottop purchased byi 
Japan in a Cotton Year (beginning 1st January) Japan, might sepdj! 
us 325 million yards of cotton piece good s in the corresponding! 
Piece-goods Y ear (beginning I st April) . This was the basic quota I 
of Japanese piece goods. 

(c) Should Japan buy less than 1 million bales of Indian 
cotton in any Cotton Year, the quota of Japanese piece goods for 
the corresponding Piece-goods Year was to be determined by 
reducing the basic quota at the rate of 2 millio n yard s of clot h for 
every 10,000 bales of deficit. 

(d) In case Japan’s purchases of our raw cotton exceeded 1 
million bales, Japan’s quota was to be determined by increasing the 
basic quota at the rate of I'/z niillion yards for every additional 
10,0(K) bales, provided that the quota shall not exceed 400 million 
yards. 

(e) In respect of both cott on pi ece goods and r aw cottra i, 
re-exported quantity was t o be deducted from the mpqrted quantity. 

A new trade agreement was concl ude d with Japan in, ApriS 
1937. Burma is excluded fronTTts scope. Japan’s minimunr 
takings of raw cotton are the same as before, 1 million bales but thd | 
quota of Japanesej)i(Ke-goods^has be en re duced from 325 mil lion tc f 
2^ millipR yinds (the «iiffer«tice of 42 million yards represents the* » 
Burmese quota) . In the event of Japan importing one and a half 
million bales of raw cotton from India, she is allowed to Increase her 
exports of piece-goods to India to 358 nullicm yards, which is 42 
million yards less than the previous maxinmm. 


The progress m ade by cott on mills in recent yea rs is, from se- 
veral points of view, truly remarkabk . Sir H. P. Mo<^ says: 

* Types oL clpiLaxe bej 5 g„ 4 >:^^ the IjuIiaiX-jaiUs,^^ 1 
which are astonishing i n their vari ety a nd wh ich compare qui te/ 
favourably witli diose produced anywhere al se. Considerable 
progress HaTsSIl to Tie made in the prodiK:tJon of the finest classes 
of goods. But what has been achieved in the last few years would 
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appear to warrant the conclusion that, within a measurable distance 
of time, every class of consumer will be satisfactorily catered 
for by the indigenous industry” (Capital, Jubilee Number, 
1938. P. 99). 

The Rt. Hon’ble Tom Shaw, who came to India as the 
leader of the Delegation of Experts praised the technical equipment 
o£-the mills: “ I venture to say that none of the delegates thought 
that technical development had gone so far as it has done in India.” 

In regard to wages. Sir H. P. Mody says: “ Nothing should 
please a right-minded employer more than to be able to afford wages 
which may be regarded as adequate, and which would enable the 
worker to maintain a reasonable standard of life. There are, how- 
ever, certain hard realities which have to be faced. In computing 
what should be considered as a decent scale of wages, regard had to 
be paid to the capacity of the industry concerned to bear the burden. 
Also the general standard of life in the country and the scale of 
earnings of classes from which the workers in the factory are 
drawn cannot be ignored. It is interesting to note, for instance, that 
in some of the provinces, a village school teacher gets less than 
Rs. 6 per month.” 

how ever the inmeased profits earned by the industry justify 
labour*s demand for higher wages. The Bombay Government 
appointed zm enquiry committee into textile wages and in the interim 
report issued by the Committee in Feb. 1938 an average increase 
of 12 per cent in the wages of the cotton mill workers of the 
Bombay Presidency was recommended. The mill owners accept- 
ed the recommendation ‘though not without some demur’. In 
Cawnpore the findings of the U. P. labour enquiry committee were 
more or less rejected by the employers and a general strike occurred 
in May 1938. In the Central Provinces the Government recom- 
mendations based on the enquiry committee’s report in that province, 
have not been accepted by the workers. 

ITie future of the c ott<« mill mduatEy.kJbrjgbt- The recoy^ 
m dan and and the nf fapanese competi tion have assisted 

the prog ress of the Jbd MHto cl«d!0&|l3£lit^ Tfee.. 

wogress will ccmtgiue if ef orte to lower the cost of produc tion 
radcm^^ i mdiods of proAicti on are not r^axed. 
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It is hoped that the mistake made in earlier booms of distributing 
large profits in the shape of high dividends and bonuses will not be 
repeated. Prudent financial re-arrangement which builds up adequate 
reserves for a period of depression, is essential for continued progress, 
and also for meeting the demands of labour for higher wages. 



The Sugar Industry 


The Sugar Industry Protection Act was passed in 1932. 
Since then the progress of the industry has been remarkable. In 
the ye^ar 1932 'he total number of sugar factories in India wa4 ^^ 
and the total production of sugar was 478,000 tons. In 1937-38 
the number of factories had increased to „136 (not including 2 in 
Burma) and total production of sugar amounted to no less than 

1.072.000 tons. The imports of Java Sugar in 1928-29 amounted 
to 937,000 tons valued at Rs. 16 crores; the figures for 1937-38 are 
12,977 tons valued at Rs. 17 lakhs. The imports are insignificant. 

Of the one million tons of sugar produced in India in. 1937-38,. 

125.000 tons represent khandsmi, 1 6,500 tons sugar refined , from 
gur and the rest 930,700 tons cane faetory production. In 
1933-34, 200,000 tons of khandsari were produced and over 61,000 
tons of sugar were obtained by refining gur. Khandsari is an 
inefficient method of producing crystalline sugar of comparatively 
poor quality by boiling sugarcane in open pans. The importanc e 
of khandsari and gur refining has decli ned with tbe -jgowtb oTeame 
%tory_prgdttCtiQn. 

The distribution of sugar factories in India in 1937-38 was 
as shown below: 

U. P. 

Bihar 

Punjab . . . . 

Madras 
Bombay 
B«igal 
Orissa 

Indian States . . . . 

Total for India . . 

: Burma . . . . 

141 


Number, 

65 

33 

3 

8 

7 

6 

2 

9 

136 

2 
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Of the total quantity of sugar produced In India U. P. 
accounts for 57 per cent and Bihar 24 per cent. The combined 
share of the Punjab and Sind is I'B per cent. 

The estimated consumption per head of the population in India 
in 1937-38 was sugar 6’7 lbs., gur 26'8 lbs., total 33'5 lbs. This 
may be compared with the consumption of sugar per head in other 
countries: Japan 24’7 lbs., U. S. A. 94'8 lbs., and Great Britain 
105-4 lbs. 

The growth of the sugar Industry has led to a considerable 
increase in the area under sugarc^e and the production of gur. In 
1931-32 the total area under sugarcane was a little over 3 million 
acres and the quantity of gur produced over 4 million tons; in 
1936-37 acreage had increased to 4,440,000 and yield of gur to 

6.489.000 tons. Of special significance is the increase in the area 
under improved varieties of cane, from over 1 million acres m 
1931-32 to 3,600,000 acres in 1937-38. The acreage is tending 
to decline. The figure for 1938-39 is 3,355,000 acres under 
sugarcane. There were definite signs of over-production of gur. 

The percentage of cane used, in . cane-crushing factories was 
16*0 in 1936-37 and I'l ii refineries. 64'9 per cent of the cane 
was used for gur manufacture, and 1 8 per cent was used for other 
purposes including khijmdsari, chewing and sets for planting etc. 
A cornpar?tfrve]ly smafi proportion of 'the cane is used for sugar 
manufacture. 

The estimated average price of cane per maund in 1937-^8 
was Re. 0-5-3, the estimated amount paid for cane by factories to 
ciJtivators Rs. 9 crores, the number of unskilled workers employed 

100.000 and wages paid to unskilled workers Rs. 60 lakhs. It is 
assumed that an average factory employs about 600 workers and 
that the wage paid is 8 as. a day ©n an average working period 
of 120 days {Indian Sugar Industry by M. P. Gandhi, 1938. 
P. Ihc). 

In the two most important sugar producing provinces the 
irreducible minimum price of sugarcane was fixed for the entire 
seascm at Re, 0-5-3 per maund for cane delivered at the gate of 
the factory. 
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The Government of Indians re ve nue from the mport duty pn 
sugar declined from about Rs._7 crores in. i932533>to Rs. 25. 1/3, 
l aWh s in 1937-38. The yield of the excise duty in 1937-38 was 
Rs. 3 1 /3 crores. 'nie development of the sugar industry has 
meant a loss of about 4“ crores to the Central revenues. 

The following katement shows the value of sugar machinery 
imported from abroad: 


Total value of Sugar Machinery Imported, from 




UK. 

Other countries 

Total value 



Lakiu. 

Lakha. 

Lakhs. 

1932-33 .. 

• • 

91 

62 

153 

1933-34 . . 


196 

140 

336 

1934-35 .. 


74 

32 

106 

1935-36 . . 

• *■ 

50 

17 

66 

1936-37 . . 

• * 

68 

27 

95 

1937-38 .. 


44 

26 

70 

Total 1932-33 to 1937-38 

5,23 

3,04 

Mk 


The expansion of the sugar industry has practically ceased, 
for self-suficiency has been achieved, and further expansion would 
l^d to over-production, cut-throat competition and the fall of prices, 
fi” is stated that the year 1937-38” was a critical year for the 
industry owing to * intemzd fierce competition amongst the mills ’. 
What is needed now is * consolidation on a satisfactory, sound and 
permanent bcisis.’ Attention has been drawn by Mr. M. P. 
Gandhi to the major problems confronting the industry. The 
most important among them are the following : 

1. Rjrpventicm of over-production of sugar either by 

restriction on establishment of new factories or on 
extensions to the plants of existing factories or by 
assignment of quotas amongst all factories in the 
country, whenever it becomes necessary. 

2. Ev^lytli<®. qf an efficient and j5dfinti&: CQmmon sali^ 

organisation which would undertake direct sales 
and distribution of sugar in appropriate markets, 
avoiding crisis-crossing of the traffic and thus 
economising in freight charges. 


INDIA BEFORE AND SINCE THE CRISIS 

3. Improvement of standards of sugar and its keeping 
qualities. 

' 4 . Improvement of the quality of cane and the total yield 

per acre and eradication of pests of cane. 

5. Red uction of the c ost J^Lmaduction of cane. 

Attemirt i s be it tg m ade to crea te a Si ngle Sugar Selling 
Organisation with the object oLiaising the price of sugar. TThe 
price of sugar in India is no longer go veiued by that of impmted 
sugar; it is defertnined by internal competition. “ Indian sugar," 
says Mr. M. P. Gandhi (Secretary of the Indian Sugar Mills Asso- 
ciation) “ can easily sell at about Rs. 9-12 per maund at Caucutta 
in competition with Java sugar which sells at Rs. 10-4 per maund. 
But actually it sells at about Rs. 8-8 at Calcutta, and thus unnecess- 
arily wastes a considerable amount of protection.”® 

How can this ‘ waste of protection ’ be avoided? Naturally 
by charging ‘ the maximum price which market conditions permit.’® 
There is no doubt that combination among producers and a unified 
selling organization will make it possible to raise the price of sugar. 
But it is an altogetheir wrong point of view. The industry do« 
not exist for sugar producers alone. The price of Java sugar 
includes the present heavy duty. No i ust i ficatio!i L.jexlsts for the 
heavy protection wh ich theJadusfacK -enjovs if the d evelopment of 
the industry does not eventually lower the price of s ugar. No 
one objects to soaiiuEcandeconoiriic distribution of sugar, but if 
the result is to raise the price of sugar to the consumer, it would 
be the duty of the Government to lower the import duty. 


The Match Industry 


The growth of the match industry in India will be remember- 



ed as a classical example of the beneficial effects of protection 
under favourable ccmditio ns. Before the year 1921 there was only 
a .single match factory , (the Gujrat Islam Match Factory of 
AnmeaaDS5~vJKSi7in spite of severe foreign competiton, could 


^PampKIet entitled Singh Sugar SaUing Organmiion by Mr. M. P. Gandhi, 1934, 

p, 14. - 
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make a small profit. The irnports of ma tc hes in 1919-20 amoimted 
to 15 million gross boxes. In March, 19^, the duty on imported 
matclr^which had already been raised from 5^ per cent ad valorem 
to 7j^^^r'c«inh~March, 1916, was fixed at 12 annas per gross, 
and in March, 1922, it was radsed to Rs. 1-8-0 per gross. All 
these changes in duty were determined by fi^ah.neceMity. .3Te| 
increase in duty 1921 an^ , j 922 . tQok place at a tnne | 
when the Government, of, Jndiai.,W«£fi, faced with a succession of | 
budget deficits. 

“ With the imposition of a duty on imported matches,” says 
the Report of the Tariff Board on the match industry, “ varying 
between 100 and 200 per cent qd val orem , the position changed 
rapidly.”* 

T1 (|e incre ased duty was leviable on finished matches, noL.on 
imdipped splints and veneers, and arrangements were made to 
import the latter from Japan. The mMu.facture of matches from 
imported veneers and splints_j)rpyed very profitable. From 1st 
March, 19 j^4.. specific d'fttie s were imposed by Government on 
veneers and splints for the sake of revenue. But in the meantime 
Indian manufacturers had gained ^me^ experience of nmtch 
manufacture. They now imported machinery for the manufacture 
of splints, veneers and boxes ; aspen wood, on which a 1 5 per cent 
ad valorem duty was levied, was imported from Japan or Sweden. 
An Indian match industry thus came into existence. 

The T ariff Boar d estimated that in 1927, 27 match factories 
existed in In^a, with an outturn c apacity of StH Tgross a day or 
over, and a t otal capacity^TaEwt 18 million s gross ^ually. 

The demand-icff.niaJtd^ in India is about 17 millions gross; 
in 192^27 Indian production was about IOJ /2 million gross boxes. 

Wid i the growth of internal producti on imports have rapidly 
declined. This is shown by the followmg'taBIe 


INDIA BEFORE AND SINCE THE CRISIS 
Imports of Matches (Millions of Gross Boxes) 



Japan. 


Total (including 
other countries). 

1915-16 .. 

. 15-3 

2-3 

18-3 

1919-20 .. 

.. 13-9 

*9 

150 

1920-21 .. 

.. lO’O 

2-3 

12-4 

1921-22 .. 

.. 127 

•9 

137 

1922-23 . . 

.. 8-3 

27 

11 -3 

1923-24 .. 

.. 5-6 

5*2 

1T2 

1924-25 .. 

.. 35 

3-0 

7-3 

1925-26 . . 

.. 2-3 

4-8 

79 

1926-27 .. 

..10 

4-5 

61 

1927-28 . . 

\ ' ■ .' . 3 

2-9 

35 

1928-29 .. 

.. 08 

1-3 

1‘5 

The figures given above are a striking 

proof of the success of 

Indian industry. 

It will be seen that the total imports declined 


from over 18 million gross boxes to less than 2 millions gross. It 
is also seen that Tapan domina ted the I nd ian rnarket during the 
Wax arid for three pr^fom years followng its termination. The 
Japanese industry succumbed to Swedish competition. 

in Indi a between July, 1924, and September, 1926, of whiidi four 
were working in 1926-27. The Tariff Board estimat- 
ed the approximate capacity of the factories belonging to, or under 
the control of, the Swedish Match Company at about 6 millions 
gross a year. 

I ndia n manu f acUM; er5 .- fear ed. -th a t A of the Swedidi 

Match ^mpany in «stahi»hii3*Jaiaffl^ India was. to destroy 
Indian comp^ition and to capture the IndiM mark^ The Tariff 
Board admitted that “ the resources of the Swedish Match 
Company are sufficient, if it so desired, to crush, for a time at least 
all competition from Indian firms, and capture for itself the whole 
of the Indan market.”* 

Mr. Iver Kreuger, however, on behalf of the Swedsh Match 
Company denied that the doject of the Company was to establish 
a monthly — it pply w ished - to-co m pfitR on equal terms with it s 

*Rfipofi, p. 90, 
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competitor 3 .”t The Tariff Board did not find anything in , the 
activities of the G^mpany which called for Government intervention ; 
on the other hand, the Board regarded the existence of the 
Gjmpany’s factories as of “ distinct economic value to the country,” 
because of the high standard of qua lity at the Company's factories, | 
and of the training afforded to Indians^in^dirae. factories in improv^/ 
ed methods of match man ufa cture. 

It deserves to be noted that in consequence of the growth of_ 
production, price in India is deter min ed by internal competition. 
In the beginning matches made in Indian factories were of inferior 
quality but gradually the quality improved, and after making 
exhaustive tests, particularly in the monsoon months, the Tariff 
Board were able to say that ” the matches manufactured of Indian 
wood in the most up-to-date factories, though less finished in 
appearance than imported matches,” were, “ for practical purposes 
little inferior,” and that several manufacturers in India produced 
matches of superior quality which could not be distinguished from 
imported Swedish matches.* 

On the recommendation of theTariff. Board the duty of I 
fe. i^r gross was declared a prot ective dut y. No.de&Htel 
period has been fixed after which pro tecti on will be withdrawn. 

The following table shows the imports of matches in recent j 
years: 

Imports of Matches 



From Japan 

From Sweden 

Total 


1 .000 groM. 

1,000 groro. 

1,000 gros» 

1929-30 

52 

886 

974 

1930-31 

,. 20 

360 

397 

1931-32 

* * « » 

lOI 

105 

1932-33 

.. 11 

43 

57 

1933-34 

,. 12 

62 

79 

1934-35 

.. 15 

19 

54 

1937-38 

■ . . . . 


1100 

The imports are 

negligible, and Indiw production 

is sufficient 


to meet the de man d. InJ935-36 production amount^ to 
million gross Jwxes of safety inatches.^ 

t Mr. Iver Kreuger** Memorasdua. 

* Report, pp. 6 and 64. 
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J -' Cement 

. One of the Indian industries which owe th«r development 
to the War is thg jnanuf picture of Portland cement. In 1914 a 
small quantity of cement was produced at Madras — ^945 tons, 
while imports in 1914-15 amounted to 165,723 tons,. In the 
calendar year 1927 there were ten Inj^M compa^ manufactur- 
mg c ement with an actual output of 477,640 tons, while Sports 
amounted to 117,695 tons. Th£., industry, is . of great natiqnal 
importance, as was seen during the War. 

The cement indus^ in Indm OTjoys^^^ advantages. 

Limestone of eacellent quality ex ists in many parts of the country, 
'fhe longest distance over which limestone has to be conveyed is 
32 miles. Suitable^clay is found close to the works, and there ,are 
ample supplies of limestone and clay for a long period of yea». 
Gypsum, the only ojdter raw, roateri^^ needed, is also produ ce d in 
Ip^. The supplies of labour are adequate and the process of 
cement manufacture does not necessitate the employment of highly 
skilled workers from abroad. In respect of fuel, however, the 
cement industry is subject to a serious disadvantage. With one 
exception, all the companies are situated at long distances from the 
coalfields, and the freight on coal is a very serious item in the cost 
of production. 

The Indian market for Portland , ceirient is a large and grow- 
ii^ one. Between 1900 and 1910 the imports increased from 
43,000 tons to 135,000 tons, and in the last two pre-War years, | 
when home production was negligible, cement was being, imported! 
at a rate exceedin g 14 0,000 tons a jem. Indian production and | 
imports between 1914 and 1932 were as follows: 
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Cement 

Indian production, Importi, 

1. 000 ton*. 1,000 toM. 

Total cosastjwiplioa: 

1914 .. 

•9 

166 

167 

1918 

.. 84 

27 

in 

1920 

91 

119 

210 

1925 

. , 361 

68 

429 

1929 

. . 560 

75 

635 

1930 

.. 560 

68 

628 

1931 

. . 588 

62 

650 

1932 

.. 582 

59 

641 

1937-38 .. 

« • « • • 

32 

« « . 


Imports fell off heavily during; th e w ar, and m 1916 and 1918 
consumption was substantially below the pre-War level. A laRid 
incuea^e in consumption began after the; war, _and in 1925 consump- 
tion was more thaui 2J/2 times that for 1 920, while production had 
increased more than.five times. In the Calendar year 1932 a little! 
more thai\ 90 per cent.of the total demand was met by Indian' 
factories, leaving less dian 10 per cent for inerts. 

The principal market for cement'm Jndia is in the ports, ^d 
especially in Calcutta and Bo mbay . This gives an advjuitage to 
the importer of cement over the Indian manufacturer, for"with Eve 
exceptions, no Indian factory is within 600 miles"bf a port, and 4 
out of the 5 are 1,000 miles and upwards from the coal fields. 
There are no cement works within 350 miles of Calcutta and none 
within 250 miles of Bombay. Indian manufacturers enjoy a great 
natural advantage m respect of the up-countey mark®^' 

..not importa^. 

l^ing the War Indian cement factories (3 in number) wei.e 
working jmder Government control, ^T JKe~great bulk ..of their 
output was taken by the Indian Munitions Board at a price not 
exceeding Rs. 55 a Joii ex-n>or^s.' Cdntrdl ended in the middle 
of 1919 and the companies were able to sell their product at very 
remunerative prices, which were, however, much below the price 
of British cement. In 1922 the price of Indian cement began to 
fall, and it fell still more heavily in 1923 — ^25 when -the production 
of the new factories came on the market. The fall in price was 
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entirely due to production having exceeded consumption. An 
application for protection was made to the Tariff Board which 
recommended the grant of a bo unty, under certain conditions, on 
the cement conveyed to the ports. The Government of India 
refused to take any action on the ground that there were obiections 
of principle to conditional legislation, and that they saw no justi- 
fication for Government intervention. 

Prices, have beea. stabilised by agreement , among pyoducm. 
In 1926 the Indian. Cement Manufaoteers’ Association was formed 
and shortly after this the Conagte Association of India. 
the Cement Marketing G-omp.any of Indk*.lx4»,was established^ 
cmSrol the output olthgjndian factories_,on a quota basis, and to 
save waste on a^ccount_of_exceEsiye railwaj freights by a ratio^ 
dis&ibution of orders. 

The production of cement in 1937-38 was double that in 
’^ 1932-33. Bpt h the ou tput an d t h e pnce are controlled^^^^b^^ a 
merger whic h was effec ted in 1936. Since tfien the cement 
in^try, .is worki ng more or les s as. a„singIe.jDrganjsj^on. InS* 
has attained self-sufficiency m regeud to cement and the imports 
have dwindled to a low figure. In the year 1935-36 India’s out- 
put of Portland cement amoimted to 89 1 ,000 tons. ^ 

Paper 

The Goven fflcn t decided to assist the bamboo and the paper 
pulp industry in^92^by the imposition until March 31, 1932, of 
a ip^afic'protixtiye duty at the rate of 1 axma per lb. on all printing 
paper (with certain exceptions) which contained less than 65 per 
cent of medianical pulp and on all writing paper. 

The grant of protec tion to the Indian paper industry marked 
\ a new i^ase in the development of the industry. Paper has been 
toanafaetitred m lh<fiah “nulls for about 60 years now. After the 
[War the industry suffered much on account of dumping by foreign 
^manufacturers of paper, and the rise in exchange added to the 
‘‘difficulties against 'which Indian manufacturers had to contend. 
C omD^kkm frmu Seaadmavia and G ermany before the War made 

b^lte,pade considerable profits during 
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the War. After the War intense foreign competition started, 
assisted as it was by depreciated currencies, with the result that the 
Indian mills were undersold. Germany and England were chiefly 
responsible for dumping paper into India. The Scandinavian mills 
cannot afford to dump, as the domestic consumption of Norway and 
Sweden is small, and no manufacturer can dump 80 or 90 per cent 
of his output. 

In the year 1926, 9 pa per mills were working in India with 
a total output of 32,144 tons. The T ariff Board estimated the 
output of Indian mills at 33,000 tons a year, and expected, as the 
result of the expansion of the industry, that the output could be 
raised to 43,000 tons annually. 

In the year 1931 there were teii paper mills working in India 
with an authorised capital of 1,21 lakhs, and a total output of 
41,000 tons. The output increased to 48,100 tons in 1935-36. 
The imports of paper (excluding pasteboard) are shown below:- — 

CWTS 


Total of Paper. 1931-32, 

1932-33. 

1937-38. 

Protected . ^ 247,877 

229.812 

295,605 

Not protected 1,667,278 

1,990,194 

2.703,902 

Total cwts. 1,915,155 

2.220,006 

2.999,507 

Total tons 95,758 

111,000 

149.975 


Including Indian production of 48,000 tons, the total con- 
sumption of paper in India at the present time is over 200,000 tons. 

It is im possible to make newsprint in In^a. Mechanical pulp 
has never been maile from either grass or bamboo, the raw materials 
used in India. We cannot have cheap newspapers unless we conA 
tinue to use (imported) papers containing a high proportion of I 
mechanical wood pulp. 

Old newspapers come almost entirely from the United 
Kingdom and are used largely in Bombay, Sind and Burma as the 
cheapest kind of wrapper. No manufactured paper can compete 
at the prices at which old newspapers are sold. 
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There are also certain kinds of papers which are not likely 
to be made in India: expensive rag papers; all coated paper such as 
art paper and special manufactures such as blue match paper and 
tissue paper ; papers of a very superior quality ; and cheap wrapping 
papers. Indian mills have started making pasteboard, millboard 
and cardboard. 


¥ 


The total market that Indian mills can hope to capture was 
estimated by the Tariff Board at about 20,000 tons. 

Paper has hitherto been made in India from sabai grass, but 
grass, on account of its high cost, has no chance in competition with 


bamboo pulp. The toure belongs to the l^mboo ^d the pap^r 
pulp mdustry. 


Paj^r made from bamboo pulp is inferior to sabai grass paper 
in strength and durability, but for the great bulk .of papers consumed 
in India bsunboo fibre is quite good enough — certainly as good as 
wood, and possibly better. The quantities of bamboo which are 
commercially, available in India are enormous. Mr. Raitt is of 
opinion that “ from bamboo, taking only that which is avaulable 
under possible manufacturing conditions, Burma, Bengal and 
South-West India could produce ten million tons of pulp per 
annum — India co uld th erefore pro duce p ulp for the w hole world.”* 

India’s, bamboo res ources are attract uig the ’vv.Qjrld’s. attention 
on account ef d®?tructipy 

of fOTesb is chiefly resj^nsible^or ths shortage. It is stated that in 

Uiute3rSates forests are being destroyed four times faster than 
they grow; and that in Canada only 27 per cent of the original 
forest wealth is left, and its pulp would be exhausted in less than 
30 years. Lord Rothermere, who represents probably the largest 
group in the world of paper-making, paper-consuming and forest- 
owning concerns, has declared that on account of the shortage of 
pulp wood, the pulp and paper industry “ is within measurable 
distance of a crisis.”! ■ 

*Pa|»er mdi ta the Society ol Arts m 

f^Capilal^ (Calcutta)* laSm Cni<lmtnes aad Tradfe Supplemeal, Decciaber 13, 
74 ■ 
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The advantage of using bamboo pulp in paper-making is that 
its supplies are practically inexhaustible. Bamboo is annually 
reproductive; wood requires 60 years to grow. 

We learn that two bamboo areas in Burma have been acquired 
by important groups in London, and others are being considered. 

The supply of raw material for the Indian paper industry! 
is secure, and we may even say that when our bamboo resources! 
are developed, our manufacturers of paper will be in a position of j 
advantage as compared with European mamufacturers. But in i 
certain other respects they enjoy no advantages. S 

TTe cost of chemicals in India is high. Most of the chemicals 
required for the manufacture of paper are now made in India, but 
their prices are regulated by those of imported chemicals and they 
usually exceed the prices paid by European mills by the full 
amount of the sea-freight and landmg charges, and in most cases, 
of the customs duties as well. Another difficulty is that the 
chemicals have to be brought to the mills from long distances, and 
the transport charges are heavy. Similarly most of the mills have 
to pay heavy transportation charges for coal. The best coal in 
India is foiind in one locality — ^the Raneegunj coal-field, and a paper 
mill which chooses to be near the sources of the raw material has 
to pay a heavy price for its coal. Indian labour is cheap, but when 
we consider the possibilities of expansion of our industry we cannot 
forget that the initial co^ of paper mills in India is high — ^that of 
a new European mill is estimated to lie three-fourths or two- thirds 
of the initial cost in India. ^ 

Cte the whole,. the prospects of paper-making' from ba^^ 
pulp are hopeful. While the manufacture of paper from sabai 
grass under conditions of absolute free trade, except in the Punjab, 
is considered to be impossiblef it is expected that if the abimdant 
supplies of bamboo which exist in India are developed, the industry 
will need no further assistance for many years than what the existing 
protective duty gives it, and that eventually, as the cost of wood pulp 
inaeases, the industry would be able to do without protection 
altogether. 

1 I n 1932 pr otection to the pape r industry was extended, till 

jlSlst March,. .1939. The maximum percentage of machanical 
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wood-pulp in the fibre content of printing paper which is assessable 
at the protective rate was increased from 65 to 70, and a duty of 
Rs. 45 per ton was imposed on wood-pulp. This duty , w§s also 
t o r emain in force till 31st March,. 193^. 

The Tariff Board has examined the demand of the industry 
for the continuance of protection ,but the decision of the Govern- 
ment is not yet Itnown. 

The progress of the industry vmder protection since 1932 has 
been satisfactory. The older paper mills are feeling the competi- 
tion of newly established mills and the cost of materials has also 
been rising. 

■^JUTE 

The inception and development of the jute industry is due to, 
O foreign enterprise;” t he indust ry is als o lar gely finance d w ith fsEgign' 
capital. 

The average area under jute in the period 1895-96 to 1899- 
1900 was ^ million acres and the average yield of jute 5—8 
million bales of 460 lbs. each. In the War period (1915-16 to 
1919-20), the area increased to 2‘6 millon acres, and the yield 
to 8 million bales. Tfic exports of raw jute declined during the 
war but those of jute manufactures increased from a^ut 20 crores 
of mpees..j(pre- War, -.average), . 10 - 45 _crores (War average). 

TTic following passage, taken from the imperial CazeUeer of Jndkt Vol. Ill, 
relates the early history of jute: 

** Jute fibre was first experimenie<l with by Europeans in 1820, the result being §o 
unfavourable that brokers were for some years suhsquenfly required! to give a guarantee 
that sales of fibre effected by them were free from adulteration with jute. One of the 
earliest commercial references to the fibre occurs in the Customs returns of 1828. In 
ffiat year 364 cwts of raw fibre valued at Rs. 620 were exported to Europe. The 
manufacture of gunny bags and cloth was at that time entirely in the hands of the Bengal 
peasant weavers, but the traffic could not have been very extensive. In 1832 an enter- 
prising Dundee manufacturer experimented once more with the fibre and was able to 
show that it might be used as a substitute for hemp. From that date jute gained 

rapidly in popular favour. It was recognised that it was capable of the most minute 

separation, but it is only within the last few years ff^at this advantage has been utilised 

Aft,, textile, pqiposes. In time difSculty of bleaching and dyeing the fibire 

'disfppeiiied; and the success of jute being ffiw assured, Ae foundatiem of the manufacte 
wing enterp>rise of Dundee and Cakulla was laid."* 


I. 


INDUSTRIAL PRODUCTION 

Before the slump, in 1928-29 the area under jute amounted to 3 I 
million acres, and yield 9‘9 million bales, while exports of raw jute 
in the same year were valued at 32 crores and of jute manufactures 
at 45'6 crores. The position during the slump is shown by the 
following figures: — 


Raw Jute Exports, 1st July to 30th June 


Year. 

Lakhi Rs. 

Tons. 

Value per ton. 

1929-30 

26,10 

805,800 

324 

1930-31 

11,18 

609,000 

184 

1931-32 

10,85 

556,000 

165 

1932-33 

10,51 

629,000 

167 

1933-34 

10,99 

759,000 

145 

Exports of Manufactured Goods, 1st 

July to 30th June 

Ifcar. 

Lakhs R*. 

Tons. 

Value per ton. 

1929-30 

48,69 

945,000 

515 

1930-31 

. . 27,95 

716,000 

390 

1931-32 

21,69 

662,000 

343 

1932-33 

21,87 

685,000 

319 

1933-34 

20,11 

666,000 

302 


The Ml^ of prices was disastrous, and nt Ae ..saipe time the 
quantity of raw Jute and jute manufactures exported decreased.^ 
The income of Bengal from jute fell from 74^ crores in 1929-30 
to a little over 3 1 crores in 1 933-34, a fall of over 58 per cent. 

By an agreraent which came into force on 1st August, 1932,J 
jute mills which are members of the Jute Mills Associaticai werei 
working 40 hours per week with 15 per cent of their total looms] 
sealed down. The mills outside the Association agreed to reduce! 
their working hours to 54 per week but were permitted to operate] 
all their machinery. 

The foreign demand for jute fell on account of the general) 
contraction of world trade and the increasing use of substitutes.} 
France is encounraging the use of Sisal from her colonies. The 
cement trade h^ gone over to paper and paper bags are also used 
in the sugar trade. The Soviet Government is reported to be 
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experimenting with the fibres which are grown within their country 
as substitutes for jute.* 

The curtailment of production produced two undesirable 
reacitons. In India several new mills were erected and abroad 
foreign manufacturers succeeded in^ capturing an appreciable 
amount of Calcutta’s tradg. The restrictions on production were, 
therefore, withdrawn by the Association by stages between 1934 
and" t937r However, mTH7T938 ffie Bengal Government wa? 
forced to issue an^ ordinance restricting the_^wor£ing hou rs in a ll 
jute niiHs in the province to 45 per week. 

The Government scheme to restrict the area under raw jute 
came inlo operation with the crop of 1 935- The manufacturers pro- 
tested, particularly those of Dundee. How far the Government 
restriction scheme has been successful in achieving its object is 
‘ debatable.’ But the crop in 1936 was smaller and prices higher. 
“ Since then the outturn has again increased and it was only the 
removal of manufacturing restrictions by Calcutta mills, with conse- 
quent increase in the consumption of raw jute that prevented 
another fall in price coming earlier than it did ” (Capital, Jubilee 
Number, p. 43) . 

Demand for jute.^piax. if new us^. Jor jute_are 

discovered.- Jute may be used for insulating materials, for roofing 
and for the production of sheeting for internal and external walls. 
Jute cloth may be used for wire-mesh in concrete structures and 
also in road-making. If the experiments now being conducted 
are successful, “ it may be pardonable to conjure up visions of the 

* ** There has been during the year the usual crop of reports regarcling the discovery 
of suhedtutes for jute* We have been told that a new method has been discovered for 
dealing with Ssal so that bags can be made from it of equal quality and at competitive 
prices with those of jute, it is also reported that, in Italy, a fibre has been extMcted from 
die broom plant which has the prospects of competing successfully with BengaFs 
product A factory has been brought into operation , in New Zealand for the manufacture 
of woolpacks from New Zealand flax and we are told that rock wool from Canada is 
to take the place of jute in the manufacture of cables and insulating sheets. Reports 
from Australia and the Argentine *^ate that die development and extension of 
mechanical appliances are likely lo reduce the requirements of jute goods in these centres 
la die aear future* ^ 

Capital, December (1934) ^ Supplement, p. 13 J. 
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Calcutta mills working full time with all their machinery and the 
ryot being urged to sow more jute.’’^® 

In the meantime the ryot is being urged to sow less jute. The 
restriction is at present voluntary. Government propaganda 
in favour of crop restriction has been launched through the Agri- 
cultural and the Co-operative Departments, and the District and 
Onion Boards. Reduced quotas have been fixed for each District. 
If voluntary crop restriction through persuasion fails, 
restriction through legislative action may be resorted to. 

Tea 

The price of tea (black) fell from 12 annas per lb. in March, 
1928 and 1929, to about 9 annas in Martdi, 1930. It rose to a 
little over 11 annas in March, 1931, but fell again in 1932. 
There was a rise in March, 1933, and a further substantia! 
rise in 1934.^* The improvement was due to crop restriction. 
The following table shows the quantity and value of exports 
in certain years: 


Exports of Tea 


Year. 


Million lbs. 


1927-28 


362 

32,48 

1928-29 


360 

26,60 

1929-30 


377 

26,01 

1930-31 


.. 356 

23,56 

1931-32 


.. ' 342 

19,44 

^932-33 


m 

17,15 

1933-34 


318 

19,85 

1934-35 


325 

20,13 

1937-38 


335 

24,38 


It will be seen that in 1932-33, while the quantity of exports 
was greater than that in 1927-28, the value of exports fell by 
15 1/3 crores. Xbe only method of the. declinie in prioes 

^^CapiioU December, 1933, p. 19. 

price fcl! agam from As. 11-9 ia Match, J934, io 10-6 jper lb. m March* 
193.5; it was As. O-IO-i i ia March 1936. ^ 


compulsory 
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was restrictioa of production and of <^ort% AtJ^e suggestica 
of^ t he Dutch a plan was adopted in which will remain ^ 

ojperation for five years , by "which the principal producing countries j 
have undertaken not to export more than a given quantity in any « 
jrear, the quantity to be revised annually. The control of exports | 
is now statutory. But it soon appeared to the Indian Tea Associa- 
tion that " the ccaitrol of exports was not in itself the Alpha and ; 
the Omega of recovery.”.^® The control of exfwrts was supple-* 
mented by the control of production. A scheme of voluntary ' 
control of production was devised and put into operation with the 
rjequisite support of 93 per cent of the producers in India. Briefly, 
an estate which produced 100,000 lbs. in the best year was allotted 
an export quota of 65,000 lbs., and was entitled to an allowance 
of 12,000 lbs. for consumption in India, giving a total crop of 

77.000 lbs., which, under certain conditions, can be increased to 

90.000 lbs. 

Propaganda to increase the sale of tea or to encourage tea- 
drinking in India is carried on by the Indian Tea Market Elxpan- 
sion Board. It is estimated that t he, c onsumption of^tea in India 
has risen from 1 8 million lb s, in 1 902-03 to 90 million lbs. per 
Muium at thelpresent time. This represents a consumption per head 
of less tliah T4 lb. in India as compared with 1 1 lbs. per head in 
the United Kingdom. 

The tea industry, ‘ taking a very long view,’ is thinking of 
developing the American markets. It is feared that the British 
: demand for tea will tend to decline; “ There seems little reason 
^for doubt that in fifty years’ time the population of Great Britain 
will be ccMisiderably less than it is now, and it is therefore essential 
to find some market to replace that which will be lost as a result 
of the decline in the population of Great Britain ” (Capital 
Jubilee Number^ p. 105). 

International tea control has been referred to above. 
Towards die end of the, year 19 37-ifae-continua ncfi of in ternational 

^ CapitaU Dec«mber, 1933. Sup{»leaiei]it 22. 
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control was agreed to by the participating countries and the schsms 
was extended for another period of five years from ApriI1938. 

Indian Factories. 1936 

The following statement shows the total number of factories 
working during 1936 and the average daily number employed in 
different provinces: 


Madirai « . 

■If » 

No. of 

lactones. 

1.584 

No. employed. 

170.800 

Bcmibay . . 

* * 

1.61! 

391.771 

SixkI « . V . 


, 282 

25.289 

Bengal . . . • 


1,667 

531.235 

u:r .. 


527 

147.502 

Punjab . . 


747 

63.962 

Buima 


985 

89.230 

Biliar « . . . 

• * 

274 

86,676 

Orissa . * . . 

4 « 

64 

3,346 

C R .. 

• * 

718 

63.186 

Assam 


710 

47.069 

N. W. R 


27 

1.149 

Ba]iiclikta.ii 

* » 

10 

1.750 

Ajmer-Merwara 

* t 

40 

13,781 

Delhi . . 

* 4 

60 

13,643 

Bangalore and Coorg . * 


17 

1.758 

Total . . 


9.323 

1.652.147 


The factory workers form less than one per cent of the popu- 
lation. This is a useful fact to remember E cbhadering the appli- 
cation of Marxian socialism (socialism of the Edustrial proletariat) 
to India. Our Edustrial proletariat is of little signEcance. 
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The following statement shows the classes of concerns: 




No. of 

Average daily 



coDcerns. 

employed. 

Govt, and Local Fund Factories 

« « 

368 

120,781 

Textiles 

» • 


731 .027 

CMton spimmg tpectping and 

other 



factorm ■ 

« . 

340 

437,065 

Juie mills . . 

• « '• 

103 

277,986 

Engineering 

. • 

744 

133,434 

Railway worl^shops 


89 

49,079 

Minerals and metals 

« • 

164 

52,551 

Food, Drink and Tobacco 

• • 

3,555 

249,772 

Chemicals, dyes etc* 

« « 

517 

55,960 

Paper and Printing » • 

» • 

454 

34,206 

Processes relating to wood 

. • 

435 

43,327 

Gins and Presses 

• . 

2,254 

166,391 

Processes connected with skins 

and 



hides . . 

* ♦ 

44 

7,887 

Cotton ginning and baling 

. t 

2.036 

131,002 

Miscellaneous 

• • 

138 

15,596 

Total .. 

* ♦ 

9,323 

1,610,932 


Industries which provide the largest employment for .labow 
* are totiles^engiMering,_Md food,, drink , and tobacco^. 

Of the 9,323 factories working in 1936, 5,581 were perrenia l 
and 3,742 seasona l. The perennial factories employed 1 ,343,720 
labourers and seasonal factories 308,427 labourers. 

In regard to welfare work it is stated that more creches have 
been provided in certain provinces, a group of factories in Cawnpore 
has organised a club whose activities include a baby week, first- 
aid lectures, ambulance work, co-operative work etc.; in Madras 
medical facili ties were p rovid ed on tea estates and in large industrial 
ccmcems and one factory fed children free of cost every day. The 

I Factory Department in Bombay was successful in securing the 
formatbn of new co-operative credit societies and industrial societies 
in various factories. 

A comparison of the figures of our factory employees "with 
those of Great BrAaiit brings out the essential difference betwe^ 



our industrial development and that of an advanced industrial 
country: 


Numbers Aged 10 Years and Upwards in Great Britain engaged 
IN THE Principal Industry Groups. Figures in 1,000. 



1881 

1921 

Total aged 10 years and over 

2 IO 8 I 

34.979 

Agriciulture . . • * 

1,593 

17307 

Coal and Shale mining . . 

437 

1,305 

Mannfacture of Bricks* Cement, Pottery 

and Glass , . 

130 

214 

Manufacture of Chemicals, Explosives, 

Paints, Oils, Rubber, etc. 

52 

269 

Manufacture of Metals, Machines, Imple- 

ments and Conveyances 

927 

2.491. 

Manufacture of Textiles . , . . 

1,191 

1,293 

Cotton . . . . 

520 

621 

Wool and Worsted 

252 

260 

sak .. 

64 

34 

Flax, Hemp, Jute, Rope, Canvas and 

Canvas goods 

85 

88 

Dyeing, Bleaching, Printing 

Furnishing 

66 

fl7 

(Source: Statistical Abstract for the 

United 

Kingdom, 1934. 


pp. 10(H0I). 


Persons aged ten years and upwards engaged in the cotton 
industry in Great Britain numbered 520,000 in 1881, and 621,000 
in 1921 (India, 1931, 417,000). The total number of persons 
engaged in the textile industry in Great Britain in 1921 was 
1,293,000 (India 1931, 715,000). It should not be forgotten^ 
that the population of Great Britsun (45 mUIions in 1931 ) is abouK 
one-eighth of the population of India. 

The most interesting figure is that of persons engaged in the 
manufacture of metals, machines, implements and conveyances — 
2,49 1, OW in Great Britain in 1921, or about 13 per cent of the 
toted nundber of occupied persons of ages 10 years and upwards. 
The total number of employees in India of engineering works and 
of establishments in Group III, Minerals and Metals, in 1931 was 
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273 ,000. Those e ngaged in th e manuf acture of metals, machines, 
' implements an4»Q2nXexan<;gs Great Britain exceed the total 
number of our f actory worker s. 

India does not manufacture modern machines and implements. 
I Our engineering works are mostly repair shops, or manufacture 
i simpler parts of machinery. In an industrial country the manu- 
facture of capital goods occupies the largest proportion of workers, 
fit is remarkable that the level of prosperity is higher where a con- 
j siderable proportion of the population is engaged in making means 
J of transportation and other indirect goods than where an overwhelm- 
jing majority of the population is producing consumable com- 
Imodities. British workers do not care about producing food — ^the 
mumber of agricultural workers decreased from 1,593,000 in 1881 
to 1,307,000 in 1921— but they have more of it in the end than 
71 per cent of our population who are direcdy engaged m 
agriculture. 



CHAPTER VI 


COTTAGE INDUSTRIES 

\ ' ' ' ' ' ” ' ' ' 

I The heavy fall in agricultural prices and the acute distress 

that it has caused among the agricultural classes have turned the 
attention of both the people and the Government to rural recons- 
truction and the revival of cottage industries as a subordmaxy source 
income to the village people. 

Mahatma Gandhi initiated the movement by founding his 
Village Indusitries Association in 1934. The headquarters of this 
Association are at Wardha. A Board of Administration has been 
formed under the Village Industries Association, which has been 
entrusted with important functions: of co-ordinating the policy 
followed in diSerent centres, of collecting information about the 
f existing condition of village industries and the economic and physical 
condition of villagers, of carrymg on research work (left undefined) 
j: with the help of specialists and experts, and of discovering and 

' creating markets for surplus village manufactures. The Board 

will be assisted by workers or agents who “consistently with their 
pre-occupation of earning their livelihood,” will give their whole 
time to the work of the Association. Finally, a Board of Advisers 
' haw been constituted which includes, among others. Dr. Tagore, 
Sir P. C. Ray, and Sir C. V. Raman. T he obje ct of the Village 
Industries Association is to promote the economic welfare of village 
people, to m^e them ‘ selfrrelicuil and «If-supportmg.’ 

The Village Industries Association has nothing to do with 
politics. 

Prctably taking their inspiration from Mahatma Gandhi the! 
Government of India provided dTI) lakhs in the budget for;! 
1935-36 for rural reconstruction. Out of this sum 10 — 15 laldisj 
was required to place tbe co-qperatiye nmyemmt cm sound 
feu pjiations ; the rrat of the grant yr^ ^avatfaWe for the ^ 
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development and improvement of rural areas. Preference was to 
be given to schemes which could be quickly put into operation. 

The Punjab Government provided a lakh for the same 
purpose. The Finance Member of the Punjab thus referred to 
this subject in the course of his budget speech in 1935: 

“ An item of particular interest connected with next year’s 
expenditure is the continuance of the appointment of the 
Commissioner of Rural Reconstruction for another year and the 
provision of one lakh for schemes that may be approved in con- 
nection with this movement. I think the Punjab may congratulate 
itself on being the home of the rural reconstruction movement. 
Long before it had become fashionable with cither official or non- 
ofiEicial agencies to try to improve the surroundings of the villager 
and to provide him with extra means of livelihood and with some 
recreation after his unceasing toil, l\1r^ Brayne had taken the work 
in hand with characteristic energy, and he was soon followed by 
several other District Officers in the Punjab. He has outlived 
the initial period of criticism and ridicule and now the whole of 
India is following his lead.” 

Whatever Government may have thought of cottage industries 
in the past, at the present time Government attitude towards th?m 
^ friendly and sympaffi^c. There is no provincial Government 
which is not anxious to encourage them, and which has not tsdken 
practical steps to do so. Their importance is officially recognised. 
“ Cottage industries,” says the review of the working of the Depart- 
ment of Industries of the Delhi Province for 1933-34, “ are destined 
to play an important part in the economic life of the Province, as 
the insufficient earnings of the agricultural population point to 
cottage industries as a subsidieiry means of livelihood.” There is 
a O^jfirtrnent of Industrie jn jsy^ P and these Provinaal 

Q epmrt naent^ . are, mamly concerned with hand-worker?, both in 
tg^s and. villages. 

The figures given below show the provincial expenditure on 
industries in certain years. 
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Provincial ExpENDirtmE on Industries (Whole of India) 


1921-22 



Lakhs 

.. 64 

1926-27 



,. 67 

1929-30 



.. 91 

1932-33 



.. 65 

1933-34 



.. 68 

1934-35 



.. 77 

1935-36 



. . 90 

1938-39 



.. 124 


The provincial expenditure on industries increased from 64 
lakhs in 1921-22 to 91 lakhs in 1929-30 aind then fell to 65 lakhs 
in 1932-33. It has risen steadily since 1932-33, the budget figure 
for 1938-39 constituting a record. 

It was to be expected that more money would be provided 
for industries by popular Ministers. Madras leads with an 
expenditure of 27 lakhs in 1938-39, U. P. and Bengal following 
with 21 lakhs each and Punjab with 20 lakhs. The U. P. 
Government provided I lakh for the improvement of the gur industry 
and r6 lakhs for hand-loom industry in its budget for 1938-39. 
Gur, charkha and khaddar are not by any means being neglected. 

Incidentally it may be noted that the British Fasci^,lead«r, 
Sir Oswald Moslay, is a supporter of village industries for India. 
In his * Greater Britain' (new edition 1934) he writes: “We 
have failed to promote the development of Indian agriculture and 
village industry in place of the herding together of the Indian 
masses in virtuail slavery in the new industriad cities, the chief object 
of which is to undercut Lancaishire goods for the benefit of Inter- 
national capital.”^ 

Work OF AN Industries Department 

The work of the Punjab Department of Industries in 1937-38 
is briefly reviewed below just to show what this Department is 
doing for cottage workers and how. 
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The exp)enditiire of the Department in 1937-38 amounted to 
\* 20-1/3 lakhs, of which 4 lakhs were spent on industrial schools. 

Their number is 37, including private institutions which receive 
Government aid. The crafts taught in the industrial schools are: 
carpentry; blacksmithy; lacquer turning; weaving; carpet weaving; 
turning; mechanist, fitter and turner course; foundry course; metal 
work; sports gear; tailoring; cAarpop-making; chici^-making; cane- 
work; mechanical engineering; steam-engine driving; engine driving; 
shoe-making; fitter; electric work; electrician; and kindergarten. 
The number of students receiving instruction was 1700. 

In addition to industrial schools, Ae following institutions are 
> maintained by the Department: Mayo School of Arts, Lahore; 
Weaving Institute, Amritsar; Technical School, Lahore (including 
School for the blind) ; Zenana Industrial School, Lahore; Institute 
of Dyeing and Calico Printing, Shahdara; Demonstration Weaving 
Factory, Shahdara; Hosiery Institute, Ludhiana; Tanning Institute, 
Jullundur. 

Over Rs. 19,000 was spent on the Departmwt’s Industrial 
3 Re^arch Laboratory. Tire subjects of research were: extraction 
of oil from sun-flower and other seeds, production of margerine 
from indigenous vegetable oils, manufacture of oil from orange-peel, 
manufacture of starch from sangaras and gram, manufacture of 
paper and oil from the grass and leaves of khas plant. 

^34 Three demonstration parties functioned during 1937-38. 
As a result of the demonstrations given by the Weaving Demons- 
tration Party Punjab, Haiderabad, a dull and rapidly decaying 
locality, is flourishing again. Msuiy improved spinning wheels have 
been taken up by women at Dera Baba Nanak, who are reported 
to be earning from Re. 0-1-6 to Re. 0-3-0 per day. The Weaving 
Demonstration Party, Leah, has taught local weavers the use of 
fast colours and also how to produce attractive designs by means 
of Jacquaird machines. The Wool Spinning and Weaving 
Demunstraticm Party, Fazilka, has succeeded in introdudng 
in^roved spinning 'wheels among women and pit fly shuttle looms 
; among Dhanak weavm. There is also a Women’s Travelling 
Demonstration Party. 

The sc heme f or the de vdcnmaaeit of -cotton hand-loom weav- 
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ing industry financed by the Government of India is working satis- 
factorily. Hundreds of new designs in printed goods have been 
introduced. Improved types of looms are supplied to weavers. 

The training given in industrial schools ‘ helps in building up 
new industries or reviving old, decaying industries.’ 

The Industries Depcutment assists industrialists with loans. A 
sum of Rs. 2 lakhs was advanced in 1937-38 in 35 cases. 

Such, in brief, are the activities of the Punjab Industries 
Department ; for a fuller account the reader is referred to the Report 
for 1937-38. 

It may be noted that a Goyemineaat Department of Industries 
(a) has whole-time, trained workers at its disposal with many years’ 
experience of their work and technical knowledge of the industries 
they have to deal with ; (b) has funds for ‘ pioneering ' and 
‘ demonstration ’ work, for the practical training of hand-workers 
in technical schools and workshops, for making loans to industrialists, 
for laboratory research on a small scale, for arranging exhibitions 
, and fairs, and for collecting such information about village and 
other industries as it may require, and (c), which is not of little 
importeince, possesses the authority and prestige of Government and 
enjoys the co-operation of village and other officisJs in collecting 
information and in all its dealings with village craftsmen and others. 

The Industries Departments are doing useful work. But iti 
has to be emphasized that the revival of cottage, including rurall 
industries, in the face of machine competition is a hopeless task.’ 
The Census Reports for the United Provinces, Bengal and Madras 
contain notes on declining industries, which deserve to be read by 
everyone interested in this subject (the information has been sum- 
marized in the appendix to this chapter). All the information 
that is available confirms the view that the development pf cottage 
industries is no means whatsoever qf^ lessening the pressure on the 

Causes of the Decline of Cottage Industries 

In the 16th and 17th centuries cottage industries supplied not 
only our requirements, but also those of other countries. India was 
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jself-sufficjpnt. Imports largely consisted of articles of luxury and 
comfort, meant for the upper classes, and of gold and silver. The 
icharacter of our foreign trade has changed profoundly in the course 
;of the past 300 years — a change for the worse. We are no longer 
jSelf-dependent, and since September, 1931, we have been exporting 
: gold on an unprecedented scale. 

I The effects of machine competition on our economy can be 
*^traced from decade to decade through the census of occupations. 
iThe proporticm of the population dependent on industries has 
jdeclined while that dependent on agriculture has increased. 

In 1901 Agriculture supported 65 "2 per cent of the population 
and Industry 15*5 per cent. The proportions for 1921 were: Agri- 
culture 70'9 per cent and Industries 10’7 per cent. Taking actual 
workers, the number engaged in Industry was 15’7 millions in 1921 
and I5‘4 millions in 1931, a decrease of 2 per cent. On account 
of changes in classification it is difficult to compare the number of 
workers engaged in Agriculture in 1931 with that for 1921. The 
Report on the census of India, 1931, Vol. I, describes the decrease 
of agriculturists since 1921 (2*3 per cent) as ‘ apparent’ and says 
that it “ is not to be taken at its face value, on account of transfer of 
returns to ‘ domestic service ’ and to the imspecified category.”® 
In view of the considerable increase ( 1 0*6 per cent) in the general 
population, the number of agricultural workers must have increased. 
In the Punjab, cultivators increased 25'7 per cent in the Izist 
decade as compared with the 14 per cent increase in population. 

At first the causes of the increase in the proportion of agri- 
culturists were not understood. The Census Commissioner for 
1901 did not think that the increase indicated ” a greater 
dependence on the land due to the abandonment of weaving and 
other indigenous industries.”® But the Census Commissioner for 
1911 found himself confronted with the same phenomenon. He 
admitted that the increase in the number of landlords and culti- 
vators was ‘not wholly unreal.* The rise in the price of food- 

r e attr active, while, as he wrote, the 
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profits of various artisan classes have been diminished, owing to 
the growing competition of machine-made goods, both locally 
manufactured and imported,” with the inevitable result that these 
classes showed ‘ a growing tendency to abandon their traditional 
occupations in favour of agriculture-’^ 

In the decade 191 1—21 the rate of increase in the case of 
agriculturists was again faster than the growth of population, while 
industries ‘ substantially ’ declined. 

An important historical fact emerges from the study of the 
occupation census — ^that the, competitim^^ machine-made goods, 
both home-made and imported, is responsible for the steady decline 
of cottage industries. It should be borne in mind that the number 
of those supported by Industry has reference largely to cottage 
workers. This competition has not ceased, and it affects cottage 
industries precisely in the same way to-day as it did before. The 
following reference to hand-loom weaving in the Report on the 
working of the Punjab Industries Department for 1932-33 possesses 
special interest: 

“ The hand-loom weaver was faced with an unprecedented 
competition from foreign countries particularly Japan, and also from 
Indian mills. The weaving of coarse cloth, especially Khaddar, 
ceased to be a paying proposition for the hand-loom worker.”®* 

Most of us fail to realise the significance of these facts. The ' 
facts mean that from the point of view of nation-building, or our 
economic regeneration, cottage industries are of no importance. 
They are doomed to destruction, slow and graduzd as the process 
of destruction may be. One can easily understand that even if a 
cottage industry enables a villager to earn 2 pice a day, it is better 
than earning nothing at all. But as machine competition groves, 
the 2 pice will be reduced to one pice, and then to less than a pice. 
Our economic ideal should have a progressively increasing, not 
decreasing value. 
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The Indian Agricultural Commission made useful recom- 
mendations regardmg rural industries- in the opinion o| 

the Gonamission, most required to stimulate their development, 
was new ideas. The Commission placed careful and thorough 
instruction in modem processes next in importance. “ But,” they 
said in conclusion, “ even with the aid of new ideas and assistance 
in training and marketing, the contribution which rural industries 
can make, in reducing the heavy pressure on the land, is infinitesimal, 
and in th enature of things they cannot, as a rule, hope for ever to 
survive the increasing competition of organised machinery. In some 
cases, we are afraid that an altogether exaggerated importance is 
attached to their development, whereas soxmd reflection would show 
that their possible expansion is strictly limited.”® 

The Commission, writing in 1928, did not know that extreme 
importance would be attached by the country to the development 
of cottage industries in the years to come. But their conclusion is 
as valid to-day as it was in 1928. One may go further and say that 
ifflderjgdsting.conditions,.when Indian organised industry is making 
rapid progress, the possible expansion of cottage industries is even 
njore limited than before. 

Cottage industries would prosper if machine competition could 
be eliminated. But is that possible? British imports have played 
die most important part in their destruction. And tpday^^^ eveii^if 
competition from Japan, GermMy and Italy ceased, British com- 
j^ffipii would, .continue. _ TTien there are our own mills and 
factories. Thejpositio^qf Ae cottage vvorker k hopeles^. 

In formulating economic ideals and framing economic policies 
we should never forget that economic forces are more powerful 
in their operation than sentiment. In our country, particularly, 
where the purchasi ng p ower of the n}«tss« is very little, wherever 
and whenever cheaper goods can be supplied by factory industries 
(whether Indian or foreign), mey will be preferred to more ex* 
pmsiye band-m ade even *01 superwr. .quality. Sentiment 

counts for little in business matters. The force of sentimental 
appeals to patriotism and philanthropy is soon spent. 
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Is it possible to revive the gadda goods service in competition 
with the railway? The revival of cottage industries in the face 
of machine competition is not more easy. 

It is not meant that the cottcige worker should be left to his 
fate. The Government may help him> and the Government is 
helping him. But the assistance given to the cottage worker is 
of the nature of charity. It is not nation-building. From this 
point of view even the work of Government Industries Depart- 
ments, and the large sums spent by them every year, are of no 
significance. 

World Forces and Tendencies 

In devising programmes for improving the economic position 
of the village people through the development of subsidiary industries 
we cannot afford to ignore world economic forces and tendencies 
which have, in recent years, altered the whole structure of industry 
in the West and the conditions under which international competi- 
tion is carried on. 

These forces and tendencies relate to business organisation, 
and they are important enough to be called a second industrial 
revolution. The first industrial revolution took place in England 
in the last quarter of the 18th century. The second began in 
America after the waur. A Dutch vvriter, Mr. P. Lieftinck, makes 
a sharp distinction between the two.^ The^first, he says , was 
concerned with t^gible methods of production. It gave the world 
specialised machinery, led to the concentration of labour in factories,' 
and created the system of mass production. The second industrial ■ 
revolution is more concerned with ‘ intan^le ’ nieffii^s of industrial | 
management. It haa led to the organisation of production ^d ^e' \ 
according to new principles. But the line of demarcation between 
the two revolutions is not distinct. Progress since the war has not 
been limited to any one direction. I^ass DrQdu£tim LAnd.mfidban^ 
tioo have ^en developed side by side. with, fundamental changes in 
business mauiagement, and the two movements are interconnected. 

‘ Methodical production ’ is a necessary result of mass prodirction. 


Ecom^mische Opsicllen (Haarlemy 1931), t>. T72. 
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Gjnsidler the progress in the mechanisation of industry. This 
consists in the division and sub-division of each task to be performed 
until it is reduced to a few simple, mechanical movements which can 
be easily learnt. In 1924, in the Ford works, only 1 per cent of 
all jobs (tool making and die-sinking for excimple) required 1 
month to six years’ training- For 36 per cent of all jobs the period 
of training was from I day to 1 week, and for 43 per cent of all 
jdss a training of just one day sufficed. The Remand for skilled 
labour has diminished with the increasing mechanisation of industry.. 
Mechanisation hats also shortened the period of production. In 
1920, in the Ford works, the period of production from the arrival 
of the ore at the plant to the shipment of the finished car was 21 
days. It is now 30 hours.® A not less interesting aspect of 
mechanisation is the ^credible saving of labour. In 1926, when 
German industrial organisation was far behind the American, the 
number of workmen required to make a complete motor car in a 
German works was 120, in another 350 and in a third no less than 
450, while Ford made a whole car with only 5^ men, not even 
whole 6.® 

Mechanised production requires huge initial capital investment. 
Tbe cost of plant for producing a new model of the Ford car 
(1927) was estimate at 100 million dollars, or more than 27 crores 
of rupees. 

i- Mechanisation is one exaunple of rationalisation of industry. 
lAnother is the application of methods of psycho-ansilysis in the 
Election of workmen. Workmen are not enrolled haphazardly, 
'but aftor c.aje^ tests. and flip^^qn-studi^ help in 

discovering the best methq^ of performing a given task. The 
seats, platfwms, speed and lighting are all carefully attended to — 
Ithey affect productivity. The res ult is a ^eat jncre^e in produc- 
jtitii and decreas e in ,co ^. Between 1919 and 1925, in the United 
States, productivity per man-hour increased 40 per cent in steel 
works smd rolling mills, 52 per cent in cement manufactmring, 93 
per cent in petroleum refining, no less than 139 p<a: cent in the 

^ The Economic Tendencies ef Today by Ste^^en Viljoen* p. 145. 

^ Die Arheihlosi^it der Cegenvart by M, Saiteew, 1952, Part 11, p. 141* 
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manufacture of automobiles and 142 per cent in the manufacture 
of rii»ber tyres. 

America leads in rationalisatron, but the movement has affected | 
all Western countries. In the East Japan has modernised her 
I industries and, aided by cheap labour, she is steadily expanding 
j her industrial output, particularly that of essentially modern articles. 

! The use of time-saving and labour-saving machinery, accompanied 
by standardisation of production and elimination of waste, explains . 
: how Japan is able to sell many things in India at prices which are 

ridiculously low, and which would have been considered impossible 
^ 20 years ago. 

International competition is more intense today than it was 
before the war. The growing intensity of competition and the 
difficulties experienced by British manufacturers in retaining their 
old markets account for some of the safeguards in our new constitu- 
5 tion. Britain did not need these safeguards 75 years ago. 

1 The village reconstruction programme ignores the revolution ’! 

j in industrial organisation and methods in foreign countries which " 
have enormously increased their power of competition as compared 
with that of the Indian hand-worker. The rest of the world talks 
in terms of rationalisation, and India in terms of cheirkha and 
khaddar! Economic reconstruction in India means reversion to 
antediluvian methods of production! 

Our main conclusions on this subject may be stated thus : 

I ^ v' l. The most that can be said for cottage industries is that 
; they will en^le^vill^e peo^e to make a very slight ^addition to 
I their mcome from cultivation. 

i • '2. But the products of cottage industries are exposed to 

machine compietitipn. 

I " 3 . The effect of this competition is ruinous. It accounts for 

I (a) the steady decline in the pro;^rtion of the p^ulation 
» dependent on Industry and (b) mcrease in the proportion of the 
population dependent on agricultur^. 

4. Cottage industries are no mesms of relieving the heavy 
; pressure on the land. • 
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5. The rationalisation of industry in foreign countries has 
intensified machine competitipn a hundredfold, and it is not possible 
for India to escape this competition. 

6. Economic reconstruction, based on cottage industries, is 
not only of very limited utility, but of progressively diminishing 
utility. 

•*' 7. While it is not possible to save the cottage worker from 
eventual destruction, we may assist him in his unequal struggle with 
machinery so long as it lasts. The best way of doing so is through 
Govern m ent Industries Departments, which have adequate funds 
at their disposal and the assistance of a teclinical staff necessary for 
the purpose. 

Rural Self-sufficiency 

The idea of making the village people ‘ self-reliant and self- 
sufficient,’ is aitlractive. Let us ccmsider the exact extent to which 
village people are not self-reliant and self-sufficient at present, and 
of the increase in their prosperity which self-reliance and self-suffi- 
ciency would bring. 

The figures given below have been borrowed from one of the 
invaluaUe studies by Prof. Karter Singh of the Lyallapur 
Agricultural College — “Family Budgets^ 1932-33, of Fotxr 
Tenant Cultivators in the Lyallpur District."^'* 

The four tenants, along with 36 others, cultivated the 
Risalewala Government Farm of a little over 800 acres. The 
accounts of this Fsuntn are available for a number of years and are 
of extraordinary interest. The four tenants cultivated in 1932-33 
about a square of land each (the average amount of land per culti- 
vator in the Punjab is about 7 acres; a square is equal to about 
28 acres). The total family income and the family expenditure 
of the four tenants are shown by the statement given below: 


Publifthe^ by Board of Economic Enquiry, Punjab, 
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Total Family Income and Expenditure of 4 Tenants, A, B, C, D 



A 


B 

C 


D 


i ' ' 

Rii. 

' as. 

Rj. at. 

Rs. 

as. ' 

R.. 

' as. 

Inccmt frcHii cultivatiaa 

413 

14 

243 7 

530 

5 

358 

8 

1 Sale of milk / 

21 

7 

7 0 

18 

11 

6 

2 

> Picking cotton 

12 

0 

4 11 

4 

7 

7 

3 

Carting 

. . . 

, 

.... . 

3 

2 

5 

6 

Casual lalxHir 

i 

2 

13 

2 3 

13 

8 

3 

15 

1 Tola! Income 

450 

3 

257 5 

570 

2 

381 

3 

f Total Expenditure ' . . 

■ 

469 

8 

406 14 

457 

4 

544 

14 


It will be seen that in three cases out of four expenditure was 
greater than income. In the case of tenant C alone income from 
i cultivation exceeded total expenditure. 


The F 2 u-m is cultivated on the bated system, that is, the grosS^" 
; produce is shared half and half between the Government as land-‘ 
lord and the tenants. The tenants do not pay the land revenue,/ 
but the whole of the water rates. As a rule, tenants of private^ 
landlords pay half the land revenue and half the water rates, j 
Paying the whole of the water rates but no land revenue imposes 
about the same burden on the tenant as paying half of both charges. 

We may also note that the net returns of this Farm to Govern- 
ment in 1932-33 were Rs. 20,197, while the net returns to the 4 
tenants amounted to Rs. 10,793. The share of the landlord in 
the net income (found without making any allowance for the wages 
and profits of the cultivators) was something less than double that 
of the worker. 

Oa an average the total family income of a tenant from all 
sources, taking our 4 tenants alone, was Rs. 415 as against an 
average expenditure of about Rs. 470, The gap between average 
expenditure and averaige income from cultivation alone was wider. 

How was the income spent, or what are the main items of a 
cultivator’s expenditure? 

Food and clodiing account for 85 per cent of the expenditure 
(food 64‘3 per cent and clothing, including shoes, 20’7 per cent). 
Fuel costs nothing. Other items are; housing 0‘6 per cent. 


INDIA BEFORE AND SINCE THE CRISIS 

Kiedidne 1*0 per cent, light 1*3 per cent, education 0*1 per cent, 
religion 1*4 per cent, travelling 6*0 per cent, social ceremonies 1*1 
per cent, amusements and luxuries 1*6 per cent, and miscellaneous 
1*9 per cent- 

We are particularly interested in the expenditure on goods and 
services which were not furnished by the Farm, and its proportion 
to total expenditure, for that will give us the exact measure of the 
lack of self-reliance and self-sufficiency of these cultivators. The 
total expenditure per family amounted to Rs. 469-10 of vdiich 
Rs. 264-15 was spent on goods and services supplied by the Farm 
(56*4 per cent of total) and Rs. 204-1 1 on those supplied by the 
external world (43*6 per cent of total) . 

It., appears thus that to the extent of more than half of their 
totaJ needs these tenants were self-reliant and self-sufficient. 

What were the goods and services which they procured from 
the outside world? To what extent was it possible for them to 
avoid making externaJ purchsises? 

The minor items may be considered first. The expenditure 
given is average expenditure per family. 

(1) Housing, including furniture, cost Rs. 2-10. Housing 
means repairs, and furniture does not mean tables and chairs. 

(2) All medicines were purchased from outside. Price 
Rs.4-ll. 

(3) For lighting kerosene and rape-seed oil were used. 
Kerosene is cheaper. Other costs imder this head represent 
recurring charges on account of repairs and replacement of lamps, 
chiefly hurricane lanterns. Lighting cost Rs. 6-2. 

(4) Religion accounts for Rs. 5-6. The tensmts, who are 
Mohammadans, paid this amount to the Maulvi of a mosque. 

(5) Rs. 28 Weis spent <m railway travelling. 

(6) The expenses incurred in connection with social functions 
(marriage, betrotlud, birth, etc.) amounted to Rs. 5-4. 

(7) The amount ^pent on education was insignificemt, lOJ/2 
annas. 

(8) and luxuries (festivals, fairs, cineo*' % 
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theatres, drmks, tobacco and other personal enjoyments) cost 
Rs. 7-10. 

(9) Miscellaneous payments to the outside world amounted 
to Rs. 3-8. 

The total of these payments is Rs. 63-12, or 13*5 per cent of 
total expenditure. 

It will be admitted that th ese p aynigpts mg moderate in ^ount 
and unavoidable. In some cases (religion, social ceremonies and 
amusements) the expenditure is abnormally low. It is obvious that 
no tenant spent money on the marriage of his own son or daughter. 
In the case of Hindu villagers, as a rule, social ceremonies would 
account for at least 5 or 6 per cent of total expenditure, instead 
of IT per cent, as in the present case. As regards education, 
medicine and travelling, an increase in expenditure would be highly 
desirable. 

The two remaining items are food jmd , dress. The tenants 
spent Rs. 54-9 per family on the purchase of food from outside. 
8r9 per cent of the expenditure on food was on the products of 
the Farm and 18T per cent on purchased food. 

The articles pmchased were refined sugar, rice, meat, pulses 
{mash and massur)^ frmts, vegetables and salt. 

The consumption of gur amounted to 37*8 seers per adult 
male, and of refined sugar 4’8 seers costing Rs. 1-8. 

consumption of refined sugar must be allowed for. It 
is used on specisj occasions, particularly when guests come, and for 
purposes which are well known. The dependence of villagers on 
the external world for the food-products mentioned is inevitable. 
Salt is a D ^es sity of life. 

Payments for food to the outside world amount to ITS per 
cent of total expenditure. Adding to this the expenditure on the 
nine items mentioned above (13'5 per cent), it is found that 25 
per cent of the expenditure, out of a total of 43*6 per cent, incurred 
for purchases from outside, is necessary. 

There finally remains the big item of dress, Rs. 97-2 per 
family, of which 88'9 per cent was spent on cloth from outside. 
Cloth to the extent of 11 T per cent was made at home — ^not by 
the tenants but by the village weaver. The cultivator is not a 
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weaver. The rest of the cloth was acquired through exchange for 

home-spun yarn or purchased with cash. 

i It is well-known that village people wear khaddar habitually. 
But tkre is a demand for mill-made cloth (whether Indian or 
imported) for special purposes, e.g., as presents to relatives or for 
use at special functions, (marriages, festivals, etc*) * This miJ- 
made cloth is finer and more gaudy than khaddar, though not 
necessarily more durable.. Villagers need not buy mill-made 

All that the campaign to make villagers self-reliant and self- 
sufficient means is this: that the money which they spend on mill- 
made cloth may be spent on khaddar. The campaign affects about 
19 per cent of the total expenditure of the cultivator. 

Can the cultivator be persuaded to give up the use of the 

fine and gaudy mill-made fabrics? ^ « ■ i 

Can we, who live in towns, do without silks, carpets, high- 

powered motor ceurs and radio-sets? 

All of us spend a little money on luxuries or thmgs which 
please our vanity. 

C The utmost that one may hope to achieve is a slight reduction 
’in the use of mill-made cloth and an increase in the quantity of yam 
.’produced in the villages. The cultivator cannot be made much 
imore self-reliant and self-sufficient than he is at present. 

Appendix: Cottage Industries 
United Provinces 

I Indigenous industries “ are rapidly declining for the follow- 
i ing main reasons: 

I' ‘'^1. Machine competition. Machine-made goods are cheaper, 

! are better advertised, and present a wider range of choice. 

•/ 2. Small industries in articles of luxury are subject to 

I chaTtges of fashion and ideas. 

i /3. Both ^ farmer patrons and producers are poorer than 
they . |?^widence and intemperate habits have made 

[ ffie cottage 
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4. Lack of co-operation among workers. They under- 
cut each other and spoil the market. The price at which the 
neediest worker sells rules the market. By combining the pro- 
ducers will be able to raise prices. 

5. Loss of skill and knowledge. This is partly the result: 

of the falling off in demand. ^ 

“ The improvement and extension of the cottage industries 
of the province,” says the Census Commissioner, “ is of vital im- 
portance. It would seem that the only remedy is for commercial 
men to pick out the cottage industries the products of which are 
likely to meet with a demand in this country, improve the processes 
as far as possible, and advertise and make arrangements for distri- 
bution.”^^ He thinks the competition with machine-made goods 
in the United Provinces is of significance to orgauiised industries, 
but “of secondary importance to the development of cottage 
industries.” 

The more important cottage industries are the following: — 

Papier Mache in Badaun City. It is stated to " have fallen 
on evil tinaes.” The local manufactures cannot find even a local 
sale “ in the face of the showy Japanese and German goods sold 
everywhere.” 

Amroha City once produced cotton pile-carpets which 
“ adorned palaces at Delhi and Agra,” Many small industries in 
the Moradabad District have been destroyed by money-lenders. 

Amroha produces durries, which have also been affected by 
competition from cheap machine-made durries. Other declining 
or extinct Amroha industries are: embroidered caps (which have 
been replaced by the fez), embroidered waistcoats, saris and other 
articles of dress, brass fittings for carts and palanquins, the glass 
industry, “ which has completely disappeared due to imported 
articles from Bombay and Japan,” swords, dholaJis, pottery, combs, 
and horn articles. 

The brassware industry of Moradabad is flourishing. It is 
now using electrical machinery to fashi<m the vessels. Sheet-bra^ 
is replacing bharat brass. KaM (turning) is being displaced by 

Report for the United Province*, 1931, p. 424. 
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“ yellow polish.” TTiese changes are reducing the niuni)er of people 
employed in the industry. 

Village artisans in the Etawah District are abandoning their 
crafts and taking to agriculture for a livelihood. The glass bangles 
industry is not doing well, but Etawah silk and cotton cloth still 
have a market. 

Phul (vessels made of a special alloy of copper, tin and 
certain other metals) and brassware industries of the Ballia District 
“ cure at present suffering acute depression.” The demand for 
polished earthenware jars (decorated with geometrical designs or 
flowers) and for locally made perfumery has also fallen. 

” Garhwal reports that cotton growing and spinning has died 
out completely in the last 50 years in the face of outside competi- 
tion."’^ The import of metal wares has ruined the manufacture 
of wooden cooking and drinking utensils. Basket-making is also 
dying as a result of external competition. 

Rai Bareli District makes crude glass phials, domestic utensils, 
and iron nut-crackers. “ The fine muslinf weaving of Jais, 
Nasirabad and other places is now reported to be extinct as a result 
of the spread of the cheaper machine-made Vcuieties.” 

Some demand exists in Nepal for cloth woven and printed in 
the Fyzabad and Gonda Districts. 

There is a considerable export from the Gonda District of 
bankas grass used in making paper, Patn>a fibre is also pressed and 
exported. 

Cloth-weaving and calico-printing have declined for the usual 
reason. Babka grass is made into ropes in the Bahraich District 
and exported. 

The indigenous sugar industry is declining in all districts. 
Flour mills have replaced band-grinding in most towns. 

Decaying Industries of Bengal 

Blaksmith are found at work in every district of Bengal. 
They make prinutive implements used in cultivation, tyres for 
bullock carts md locks of a simple type. 
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Blanket-making is an industry of Western Bengal. 

Boat-building is practised wherever there is water. Chittagong 
was once famous for its ship-building, and still makes a character- 
istic type of sea-going boats. 

“Indigenous brass and bell-metal industries have been 
seriously affected by the importation of cheap enamel, aluminium 
and procelam vessels.’*^® 

Cotton-weaving is the most universal home industry. Silk 
of more than one kind is realed, spun and woven m several parts 
of the province. 

Other industries are the making of cart-wheels; conch shells; 
dyes (the making of vegetable dyes is now extinct in Bengal) ; gur 
and sugar; articles of horn; lac toys; lime (from ^on^ar) ; mats; 
basket and wicker-work; measuring bowls of wood ornamented 
with brass plates; pottery; sola helmets from the pith or the soft, 
white wood of the sola plant, and also toys, decorations, and bridal 
crowns; and vegetable oils. As illuminations, vegetable oils 
“ have been ousted by cheap kerosene.”^* 

Disappearing Industries of Madras 

The industries which have disapeared or are disappearmg 
from Madras are the manufacture of glass bangles (now extinct) ; 
paper; Kalam Kan or printed cloth (chief scat Masulipatam) ; 
pithwork, including garlands; musical instruments and ornamental 
fans of Tanjore; indigo; toys; lacquer-work; boats (boat^suilding 
experienced a temporary revival at the outbreak of the war on 
account of the shortage of vessels) ; Jutkas (a conveyance) ; gold 
and silver lace-thread; crochet-lace and artistic pottery. Jutka- 
building is declining cm account of the development of motor 
transport and the opening up of the coimtry by the railway. Some 
of the causes of the decline of crochet-lace industry are ( 1 ) changes 
of fashion. (2) keen competition of Japanese lace and of machine- 
made lace imported from other countries, and (3) high duties 
levied in tihe United States of America and other countries.^® 

Report for Bengal* 1931, p. 304. 

' p. 309. 

^Ctmm Report for Madiras* 1931, p. 2S0. 
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Cottage Industries in the Punjab 

Valuable information about cottage industries in the Punjab 
towns and rural areas is given in a monograph entitled “ Survey of 
Arts and Handicrafts in the Punjab," prepared by the Punjab 
Department of Industries, I am indebted to the Department for 
permission to use it. It is hoped that the monograph will be soon 
published. 

A village community requires articles of domestic use, and 
a^icultural tools and implements. It is the function of village 
Pisans to meet these requirements. A very large proportion of 
the goods that they produce is thus meant to satisfy a local demand. 

The weaver produces coarse cloths of various descriptions, 
i.e., durries, khes (bed-spread), dolahis (bed-spread), chadors, 
Khaddar, tehband (waist-cloth), lungk (turban-cloth), daTjjais 

and coarse woolen lois, blankets, etc. 

The blacksmith supplies agricultural implements made of iron 
such as ploughshares, axes, rakes, scythes, and iron pots, fans and 
other utensils. Expert blacksmiths make Persian wheels and 
spare pwirts. 

The carpenter supplies agricultural implements made of wood 
and articles of domestic use. 

The shom^er, supplies leather parts of agricultural 
implements and shoes, the blacksmith’s bellows, the water-carrier’s 
mashak, leather thongs, whips, etc. The potter makes glazed and 
unglazed clay crockery and toys, earthen vessels, bukkas, chilams, 
bricks, etc. * 

Other rural craftmen are tann^s, oil-pullers, tailors, gold- 
smiths, dyers, masons, calico printers, utrasilmakers, brick-moulders, 
and rope and s3ng manufacturers. 

The following village industries also deserve to be mentioned: 

Leather tanning (Lahore, Multan, Sialkot and other districts) , 
weaving of specialised designs (Multan and Hoshiarpur, and near 
Leih and Bhera) , wool-weaving (Muzalfargarh and Kulu valley), 
silk-weaving and Multani limgis (Multan, Hoshiarpur and 
Amritsar) , mat-making and basket work (Muzaffargarh) , Persian 
wheds, reed-stools with and without arm rests (Kasur), papier 
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mache and clay toys (Kangra), Damascene work, weighing scales, 
lacquer-work, spinning wheels and piras, mother-of-pearl buttons, 
links, hair-clips, earrings, watch-chains, bracelets, necklaces, rings, 
etc. ( Jullundur) , shellac (Jullundur) , woollen blankets and 
rings (Jullundur), chased lacquer-work (Hoshiarpur), fodder- 
cutters, sugar-cane presses, oil engines and sugar centrifugals 
(Jullundur), trouser-strings, brass and ivory inlaid and cairved 
furniture and lacquer-work toys (Hodiiarpur) , brass and copper 
utensils (Hoshiarpur), cutlery (Gujranwala), floor-durries (Guj- 
ranwala) . wooden combs, and harness and saddlery (Gujranwala) . 

The industry which supports the largest number of craftsmen 
is cotton-spinning, weaving and sizing— 2 J /2 lakhs of male and 
female workers in the Punjab. 

Most of the articles produced by village craftsmen are crude 
and bulky, and the external demand for them is negligible. It is 
further stated: 

“ The output of industrial products, both for the market and 
household consumption, has declined considerably owing to the 
heavy imports of cheaper substitutes.” 

This is true of both agricultural implements and articles of 
domestic use. 

The wooden Persian wheel is being replaced by iron Persian 
wheels fitted with galvanized iron-sheet buckets, the wooden flour 
mills by iron-mills, the hand-chopper by the mechanical cutter, and 
the wooden sugar-cane crusher by the iron-roller. Cheap tin 
enamel-ware and aluminium-ware are replacing the products of the 
village potter and metal utensil makers. 

As the result of this competition the profits of rural artisans 
have fallen “to the barest minimum.” 

The position of most of the hand-workers in towns in this 
respect is very much the same: “The importance of the articles 
produced by handicraftsmen is declining on account of cheap 
imported substitutes and Indian mill-made goods which come into 
competition with them.” 

A list of the handicrafts practised in the towns of the Punjab 
is given bdow :— 
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METAL: Steel trunks; masonry instruments; utensil of 
brass, copper and bronze; locks; carpenter’s tools and instruments; 
knives; swords; kirpans; scissors and razors (Jagadhri) ; iron 
vessels and almirahs (Jagadhri) ; iron safes (Amritsar and Gujram- 
wala) ; tinware; iron railing and gates; gold and silver-refining; 
fly-shuttle loom (Amritsar) ; galvanized iron sheet trunks, tubes, 
buckets, etc. and Persian wheels; iron chairs and tables; macaroni 
machines and brass handles for almirahs; tailor’s iron; joiner’s 
hammer; charcoal boxes; wool-clippers; sugar-pans and karahk 
(Batala) ; Kharas or flour-mills; cutlery (Wazirabad) ; hunting 
and garden knives (Wazirabad). 

TEXTILE: Cotton bed-sheets; silk lungis; woolen chad dan 
and dhussas (Jalalpur Jattan) ; woollen blankets (Punipat) ; silk 
saris, shirtings and suitings; artificial silk; daryai shirting and 
curtain cloth; raffle cloth; machine-emboridered shawls (Lahore 
and Amritsar); dyeing; cotton piece-goods; wool-clesming 
(Fazilka) ; cotton and wollen yam; cotton tussores; trouser-strings. 

ARTISTIC: Fancy wood-work (Chiniot) ; embroidered 
kullahs; clay toys (Ropar) ; glazed pottery (Multan) ; calico- 
printing; chiken-dozi; ornamental painted leather vessels (Multan) ; 
carpets (Multan and Amritsar) ; silver-enamelled goods; ivory 
boxes; lacquered wood-work; gota-kinari; embroidered shoes; 
artificial jewellery; phulkari embroiday (Juilundur) ; lac bangles; 
gold and silver ornamental utorsils. 

LEATHER: Gut (Sialkot) ; tanned leather; bottles and 
jars for containing oil (Jhang) ; boots and shoes (JCamal and 
Hansi) ; belting; harness and saddlery: Indian shoes. 

WOOD: Basket-wzire; furniture; cane walking-sticks; 
cmnbs of hom and wood; cart and cart-wheels; bed-legs; wooden 
slippers, flutes (Kartarpur) ; packing boxes. 

MISCELLANEOUS: Sports goods (Sialkot) ; musical 
instruments; hand-made paper (Sialkot); book-binding; ink; 
c«u?d-board boxes; shellac; brashes; chik-curtains; bricks; hemp- 
r(^pe»; til^ (Amritsar^; patra-mats and brooms; sugar candy 
(misri and kuza) ; omfectionery and bakery goods; jams, chutney 
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and pickles; vinegar; bar-soap and toilet soap; perfumery; essences 
and hair-oil; perambulators and tri-cycles (Amntsar) ; toba^; 
non-leather shoes with soles of worn-out motor tyres ; candl^ ; dhup 

(incense) ; phenyl and disinfectant fluids; lime, surkk and khaka; 

chalk; pencSs and crayons (Gujranwala). 


CHAPTER VIl 


INDUSTRIAL LABOUR 

Problems connected with Indian labour were exsunined 
by the Indian Labour Commission, appointed in 1929. The 

j^,/recoiiunen^adonrofti[eLabour Commission, which covered a wide 
field may be divided into three groups: — (1) c gndjtions-o f 
emplo yment and work , (2) the standard o f life of the w orker, agd 
^ (3) gen eral questions relating mainiy to _ the industrial worker, 
namely, w orkmen’s compensation, trade u nions and trad e dispute s. 

As regards hours of work the Commission suggested a weekl y 
limit of 54 with a da ily limit of 10 for adults, and 5.ipr. 
of from 12 — 15, instead of the then prevailing 60 and 1 1 for the 
former and 6 for the latter. Detailed recommendations were made 
regarding rest-intervals, sgread-over of hours and exempti on o f 
factor ies from the provisions of the Factories Act relating to hours 
of work. 

Working conditions in factories were subjected to a careful 
examination and recommendations made for unproving Ae welfare 
and safety of the workers under, the headings: Health, Safety, 
Welfture and Administration. Special stress was laid on amenities 
for working mothers. 

As regards seasonal factories (cotton ginning amd pressing 
factories, tea factories, rice mills and jute presses) the Conomission 
recommended the establishment of standards which may not be 
identical with those of peretmial factories, but which will be enforced 
with as much vigour as is applicable to the latter.” 

The Commission drew pointed attenticwi to certain gross abuses 
of child labour in seasonal factories, i.e., unhealthy conditions of 
work, corporal punishment in some placra, long hours and low pay 
(2 annas for 10 or 12 hours of work). The re commendatio ns of 
t he Ga nmbgkm regar ding the i dedeing of t he labour of persons under 
llsm^jafere meant to to all, ^d not merdly to unregulated 
(Rories (Le., facteuks umig power but employing less than 20 
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persons, or factories using no power but employing a substantial 
number of workers) . 

Weekly hours of labour in mines were fixed by law at 60 above 
ground and 54 below. Under existing regulations women are to be 
entirely excluded from imderground work after July 1st, 1939. 
The Commission recommended reduction in hours of work above 
ground to 54; that recruitment of_ women for underground work be 
discontinued; and that children under 14 be ^eluded work 
m or about mines. 

The Report of the Conunission vividly describes the deplorable 
housing conditions in industrial areas. The Commission urged 
the need for town-planning Acts in Bombay and Bengal, and asked 
the Government to lay down minimum standards regarding cubic 
space, ventilation and lighting, drainage and sanitation, and to insist 
on the adoption of model bye-laws issued by them (Govemntent) . 
The Government were also to subsidise in various ways employer’s / ' 
building schemes approved by them. The Commission also 
recommended the s trengthening of the Provincial Pu blk-JdLeahh 
Depa rtments and th e ena ctment of c omprehensive public health 
m easur es. Particular attention was to be devoted to anti-malarial 
measures and to materni ty welfare ; th e enactm ent of maternity 
benefit s Aem es was suggested . j . 

The Conunission recot nmeded the ext ension of the Workmen ’s 
Compensation Act of 1923,_an£l the imprnvemgnt nf scales . of 
compensation. 

In regsurd to trade unions the Commission recommended that 
re^tration of unions should b e encourag ed aBd..!birij pg£<3gjutj<»L Ir, 
made e yy . Th e T rade Unions Ac t wa s to bg. rsfes^saroged in , ijgt 
less thw three years time. 

The Commission reconunended collaboration between the ; 
employer and the Trade Union (where such exists) in the fdmaticMi | ^ 

„ ,7<, , ft, , i* , , « It i ‘ "*'? '■•t# - '-"it '■ , ,v , ‘ i 

and working of Works Committees. Also there should be a largest I 
body of representatives of workers and employers of the industry 
in the centre concerned. The establishment of some permanent 
statutory machinery to deal with trade disputes was to be considered 
before the expiry of the Trade Disputes Act of 1929 in 1934. 
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Meanwhile Government were to utilise their power to establish 
Boards or Gjurts where considered necessary or useful Every 
provincial Government was to have an officer or officers to undertake 
the work of conciliation and bringing about private agreement. 

The Commission also recommended that in the frame-work 
of the future political constitution provision s h ould be made for an 
Industrial Council which would enable representatives of employers 
to confer regularly on labour measures and policy. Labour 
representatives should be elected by registered Trade Unions or, 
failing this, nominated by Government. The functions of this 
Council were thus defined: 

(1) to examine proposals for labour legislation referred 

to it and also to initiate such proposals; 

(2) to promote co-operation and understanding among 

those concerned with labour policy; 

(3) to advise the central and provincisd Governments ot 

the framing of rules and regulations; 

(4) to advise regaurding the collection of labour statistics 

and the co-ordination and development of economic 

research. 

Government Action on the Report 

Special reports show the action taiken by the Government of 
India and provincial Governments on these recommendations. 

Many of the recommendations which involved central legislation 
have been given effect to in the Facto ile^ A ct .of . 1934- This Act 
repeals the Indian Factories Act 1911 and the amendments of the 
Act in 1922, 1923, 1926 and 1931. 

Wofk'mS Hours of Adults . — The weekly limit is MJbfllirs 
for perenn ial factori es and 6Q h eanx -fcni JS fi aaQ^ 

Simday will be a holiday exc^t in cases specially provided 
for in section 35. 

^ There if ao chaijge m the de&xuUojB of a factory. A* before it is a place where 
fmm i* in warnfacturibg processea and aot Icjw thaui 20 persons are ««]^ 03 recl 
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and 11 hour& for. 


Daily hours.- 
seasonal factories. 

There will be a rest interval of one hour afta- six hours of 
work, or of Yi hour after 5 hours work, or two rest intervals of Vz 
hour before any one works for more than hours. 

Spread-over . — The perio ds, of work of an adult worker in a 

factory shall be ^so arranged jhatjilong jwn^bu^ intervals for rest 
they shall not spr«^ oyer more than in any, .day* 


The Local Government may make rules for adult workers 
providing for the exemption of workers engaged on urgent repmrs, 
or in work which, for technical reasons, must be carried on conti- 
nuously, etc., from the rules mentioned above. But no exemption 
from the provisions of section 36 (daily hours) may be granted in 
respect of any woman; tLP,..womaiU&.§llowed to jyprk in a faictpry. 


except between 6 ami. and 7 p.m. 

J^prcial provision has been made for night, shifts, and for extra 
]^y for over-time (ordinarily V/z times the ordinauy rate of pay). 

Adolescents and Children . — No child (defined as a person 
imder 15) who has not completed his 12th year shall be 
allowed to work in any factory; non-adult workers (children 
and adolescents) shall carry tokens giving reference to certificates 
of fitness. 


1^0 child shaU .!^^ factQiy:..iQr more than! 

5 hours any day^^and the. hours shall not, be :^read over, more .than! 
7Yz hours. - No child shall be allo wed to .worL. except between] 
0^.m. and 7 p.m. 

Adult labour may not be exacted from an adolescent (defined 
as a person who is below 17 but has ccanpleted his 15th year),^ 
unless he has been granted a certificate of fitness to work in a 
factory as an adult. 


Chapter III of the Factories Act of 1934, wdiich is ccmcemed 
with health and safety, contains provisions relating to cleanli- 
ness, ventilation, aiiificklJbjmudififiat^ cooling, over-crowding 
lighting, water, latrines and urinals, precautions against fire and 
means of escape, safety of buildiiigs and machinery, tests of stabilily 
of building or machinery, etc., notice of certain accidents and othar 
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matters. T he recommeadation s of the. Labour C<Hiiini 55 ion haye 
been carried put. 

The Commission had recommended the application of certain 
section of the Factories Act to imregulated factories. The exten- 
sion of regulations to unregulated factories raised questicais of 
difficulty “ especially at a time when financial considerations make 
it impossible to contemplate any substantial increase in the strength 
of the inspecting staff. Government legislative action has been 
limited to recommendations involving the alteration of the law 
applicable to factories already subject to regulation. But effect 
has been given to the recommendation of the Commission that a 
bond pledging the labour of a person under 15 years executed 
for or on account of any consideration should be considered void, 
‘^e Children (Ple dging o f Labour) Act was passed in 1933. 
An agreement to pledge the labour of a child shall be void, but 
an agreement made without detriment to a child, and not made in 
consideration of any benefit other than reenable wages to be 
paid for the child’s services (terminable at a week’s notice) b 
not an “ agreement to pledge the labour of a child.” 


Mines 

A Bill to amend the Indian Mines Act of 1923 was introduced 
m the Legislative Assembly in January, 1935. It provides for a 

1 weekly day of rest, and Umits horn s of work above gromd to. 54 
a week and 10 in any day. The periods of work along with 
intervals for rest shall notTe spread over more than 1 1 hours. 

The following sure the provbions of the bill relating to hours 
of employment below ground: 

(1) The g)EaTodsp.f„ work of a person employed to work 
below ground in a mine shall be reckoned from the time he leaves 
the surface to the time he returns to the surface and shall not in 
any day spread oyer more than 9 hours. 

(2) No such person shall be allowed to remain below groun.d 
except during hb periods of work. 

^Second Report shoT»m^ ike aotton taien hp ike Cowcfftment on ike Repori of the 
Labour Commission, p. 8* 
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Work . above , growd shall jjQt.jML.£a^^ on in. any mine for 
a period exceeding 11 hours in any_„db^#^ fismept. by , a jyst^^ of 
relays so arranged that not more dian ope relay of persons employed 
in work of the same kind shall hs. aL,WprlLin the, mine at the same 
time. 

'«*?• ''«»w ■ ' ■■ ■ ^ . . . ; ■ 

The Labour Gjmmission said that they would “like to see 
the possibilities of 10 and 9 hour shifts explored, as well as the 
more usual 8 hour shift.”® The bill reduces the daily limit to 
11 hours. It was thought that a daily limit of less than 12 was 
objectionable from the point of view of the workers, who would 
■ be unable to maintaom the current level of earnings. But the 
Labour Commission found that some of the larger collieries were 
working 8 hour shifts, and other collieries 10 hour shifts. “ It is 
significant,” wrote the Commission “ that at such collieries the 
attendance and the level of earnings tend to be higher than prevail 
at collieries working longer hours, and it is not suggested that 
earnings at such collieries are below the general level.”^ 

I Some other recommendations regarding mines are under con- 

sideration, one of them relating to underground piece-workers. 
The Commission recommended that imderground piece-workers 
should be credited for purposes of payment with a minimum output 
for each shift worked, not exceeding the normal daily output of 
a man of average skill and industry, and that this standard output 
should be fixed by Mining Boards. 

r"' 

Payment of Wages 

In organised industry in India the month ly payment of \yages 
is the rule, Tfoe Labour Comtnussion favoured the adc^tion of the 
system of weekly payments, but were not prepsired to advocate its 
gener^ enforcement by Tfecy, however, recommend- 

e< f Ae prevCTtion of delayed pavmqi ts. As Ae Government of 
India stated to Ae Commission, it was no uncommon thing, and Ae 
rule in certain industries, for monAiy wages to be systematically 

® Report of Ihe LtAour Commasion, p. 126. ■? 

p. 126. 
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•withheld until a fortnight after the close of the month to which they 
related. The Commission’s r^omlnendation was that the law 
^ould insist ojn the payment of wages wjhin 7 days from the exjHry 
of the period in which they have been earned in the ordinary case. 

The Commission also noted certain abuses in connection with 
deductions from wages. They found common in perennial 
factories and on railways. Other deductions were cm account of 
medical attendance, education, reading rooms, interest on advances 
of the labourers’ own wages, charities, religious purposes selected 
by the employer, and various other benefits or causes. A common 
practice in the textile mills was the handing over to the weaver of 
cloth from his own loom spoilt in the course of manufacture, and 
the deduction from his wages of the wholesale selling price. In 
some mills two days’ pay was deducted for one day’s absence. 

TTie Commission considered legislation to regulate deductions 
frc«n wages * both necessary and ^ desirable.’® In the case of 
chiltlren they recommended the abolition of fines by law. A Bill 
to regulate the payment of wages to certain classes of persons 
employed in industry was introduced in the Legislative Assembly 
on the 13th February, 1935. 

The Act will apply to factory employees, and. with the excep- 
tion of section 5, to rmlway employees. 

Section 5 provides for thejpayment of wages before the 
expiry of the 7th day from the last day of the wage-period in which 
the wages have been earned in the ordinary case. 

The Act will recognise 1 1 kinds of deductions which may be 
made from wages and no other Il!|o child (person below 15 
years) can, . fed . In the case of adults, stringent rules have 

5/W.. 218. 

^By way of fine for dlamagc lo or loss of goods entrusted to the worker; housing 
accommodatioR* or other specified services; recovery from the first wage payment of 
advances of money given before employment began; advance pajrment of wages already 
earned or in adjustment or over-payment of wages; other advances of wages made subject to 
rules framed by the Lx>cal Government; income-tax payable by the worker; deduction 
made under any order of Court or other competent authority; on account of any 
recognised Provident Fund; on account of payment to aj^roved co-c«^rative credit 
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been framed to regulate fines. Among other things, the total fine 
imposed on an individual in a month must not exceed an amount 
equal to half an euina in the rupee of the wages earned by him in 
that month. Fines and realisations must be recorded in a prescribed 
form. A deduction for damage or loss must not exceed the amount 
of the damage or loss caused to the employer by the neglect or 
default of the workman. Deductions for house accommodation 
or other services should not exceed the value of the service rendered, 
provided the house accommodation or other service has been 
accepted. }J 

Claims arising out of deductions from wages or delay in pay- j. / 
ment of wages will be heard and decided by a suitable person Ip 
appointed by the JLocal Government. * 


Workmen’s Compensation 


The Labour Commission recommended that the old Act of 
1923 should now be extended to cover as completely as possible 
the workers in organised industry^ whether their occupations were 
hazardous or not, euid that there should be a gradual extension to 
v/orkers in less organised employments; the Commission also 
mentioned particular classes which were to be included. In 
pursuance of these recommendations the Indian Legislature 
passed the \^orkmen’s Compensation (Amendment) Act of 1 933.? 
The classes mentioned by the Commission have been included.'^ 
The compensation payable in certain cases is given in schedule 
rV attached to the Act. In the event of death of an adult work -5 


man the amount of comirensaticm payable rises from Rs. 500 when* 
the monthly, wage is not more than .Hs,,.,.IO. fo_Rs. 4,(X)P when the| 
monthly wage exceeds Rs. 200. For the same limits of wages, the- 


ScflStA 

1 / 




^ Workmen employed in factories using power and employing not less than 10 persons, 
and in factories not using power employing not less than M) persons; workmen in all 
mines, except open quarries in which less than 50 persons are employed and no explosive 
are used; workers employed in docks and in oilfields; certain classes of seamen; workers 
on tea, coffee or rubber plantations employing not less than 50 persons — no distinction has 
been made between Government and non-Government plantations; workmen engaged in 
building work; workmen engaged in connection with the generation and distribution of 
electrical energy; workmen engaged in the construction, maintenance or demolition of 
canals, sewers, public roads, dams, embankments, etc. 
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•' amount of compensation for penncment total disablement ,of an 
adult workman varies between Rs. 700 and Rs. 5,600. In the 
case of te mporary disablement half monthly payments are made: 
half his monthly wages to the injured workman earning not more 
tham Rs. 10 a month, and rising from Rs. 6 to Rs. 30 in the case 
of others. The compensation in the case of a minor is as follows: 
death, Rs. 200; permanent total disablement, Rs. 1 ,200; temporary 
disablement, one-half of his monthly wages subject to a maximum 
of Rs. 30. 

In the case of temporary disablement the half monthly pay- 
ments begin after the expiry of a waiting period of 7 days from the 
date of the disablement and continue during the disablement, or 
during a period of 5 years, whichever period is shorter. 

The number of cases reported and the amount of the compen- 
sation paid since the WorkmensCompensation Act came into force 
(1924) have increased. The number of cases reported in 1925 
was 1 1,371 and the compensation paid was about Rs. 6ki lakhs; 
for 1936 the figures are 28,510 cases and Rs. 14,64,000 com- 
pensation. There were 1036 cases of adult deaths for which 
about 7j/2 lakhs of compensation was paid; there were 1,539 cases 
of permanent and 25,905 cases of temporary disablement. 

The Trade Dilutes Act of 1923, as amended in 1932, 
continues in force. The principal features of the Act are described 
below: 

The Act is divided into three main parts. The first part relates 
to the establishment, of tribunals for the investigation and settlement 
of trade disputes. If any such dispute exists or is apprehended, 
the Local Government or the Governor-General in Council may 
refer the dispute to a Court of Inquiry or a Board of dbnciliation 
appointed for the purpose. On a Board of Conciliation, when 
it does not consist of independent persons, the parties to the dispute 
wfll be equally represented. 

Neither party to a dispute would be under any obligation to 
accept the findings of a Court or the advice of a Board of Concilia- 
tion, but t he decisirm svill be published, 

and public opinion counts in such matters. 
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Thq second part of the Act relate^ to public utility services, 
A public utility services is defined as any railway which the 
Governor-General in Council may so declare for the purposes of 
the Act; any postal, telegraph or telephone service: any under- 
taking or business which supphes light or water to the public ; and 
any system of public conservancy or switation. Clause 15 of the 
Act makes it a penal offence for workers employed on monthly 
wages in public utility services to strike without previous notice. 

The clauses relating to illegal strikes and lockouts follow closely 
the provisions of the British Trade Disputes and Trade Unions Act 
of 1927. They apply when both of the following two conditions are 
satisfied : ( 1 ) a strike or lockout must have other objects than the 
mere furtherance of a trade dispute within the industry concerned, 
and (2) a strike or lockout must be designed to coerce the Govern- 
ment either directly or by inflicting hardship on the community. 

Provincial labour legislation relates to a variety of subjects, 
the most important of which are workmen’s protection against 
moneylenders, trade disputes, maternity benefits, payment of wages 
and unregulated factories. The Bombay Industrial Disputes Bill 
(1938) provides for the registration of , unions which have been 
recognised by the employers concerned or which fulfil certain 
requirements as regards membership. Strikes eind lockouts would 
be made illegal until the machinery for conciliation provided in the 
bill has been made use of. Moreover conciliation will start to 
function immediately a dispute is likely to occur, for an employer 
or a workman who desires to make a change in wages or other con- 
ditions of employment must give notice of his intention to do so to 
the prescribed authorities and no change can be effected until conci- 
liation machinery has been used to the fullest extent. 

The.„Bqinbay. Shops Bill__ fiasss,. hours of work for. persons 
employed in a shop at nine (with one hour’s interval for rest) for 
adults and six for children ^d provides, fqr 52 whole holidays in ” 
tha.ysaK further. Government may issue orders ^ing hours at 

This is a useful piece of fegmation ^ 
which the Punjab might copy. Ak,present shop mploym work 
for long hours and practically wteh ota ai^ |i oliday s. 

^ ' 09 ' 
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Tlie Central Provinces Unregulated Factories Act, 1937, at 
present applies to (I) bidi making, (2) shellac manufacture sind 
(3) leather tanning industries, but can be extended to any place 
wherein a manufacturing process or handicraft is carried on and 
wherein 25 or more persons are employed on any one day. The 
Act makes provision for the inspection of unregulated factories by 
qualified medical men, control of child labour and health and 
safety of operatives. Hours of work for adults have been fixed at 
10 and for children 7, The Act prohibits the employment of a 
child in more than one factory in the same day and disallows him to 
work overtime or to take work home. Children seeking employment, 
who have completed their tenth year, will be examined by a certi- 
fying surgeon, who i^ay grant or refuse to grant a certificate. The 
certifying surgeon may revoke any certificate granted to a child if 
he considers the child no longer fit for employment. 

4 , Provision is also made for a weekly rest day. The employ- 

ment of women is prohibited before sunrise and after sunset, and 
^ horns of work for them are nine daily. 

The regulation of conditions of work in unregulated factories 
was long overdue and it is hoped that the example of the Central 
Provinces will be followed by the other Provinces. The Labour 
Commission drew attention to the unsatisfactory condition of un- 
regulated factories. They described bidi factories particularly as 
‘ small, airless boxes, often without any windows, where the workers 
are crowded so thickly on the ground that there is barely room to 
squeeze between them.’ 

The Standard of Living 

An inquiry into working class budgets was carried out by the 
Bombay Labour Office in 1921-22. 2,473 working class family 
budgets, and 603 single men’s budgets — a total of 3,076 budgets, 
were collected. About half the budgets referred to cotton mill 
workers, the remainder being budgets of municipal workers, dock 
labourers, and railway 'and engineering workers. The average 
working class family consisted of 4‘2 persons, viz., I'l men, 
I'l women, and 2*0 children under 14, exclusive of '6 dependents 


1% 
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living away from the family. The average earnings of the family 
per mensem of all the 2,473 families were Rs. 52-4-6. If we 
include average earnings in the 603 single men’s budgets 
(Rs. 43-10-3 per mensem) the average earnings of men for the 
total of 3,076 budgets drop to Rs. 42-9-6 per mensem. The 
income of 75 per cent of the families for which budgets wer^y 
collected ranged between Rs. 40 and Rs. 70 per mensem. HoW 
was the income spent? The percentage expenditure on the main 
groups was as follows : — 




Food . . 

* • 

. . 56-8 

per cent. 

Fuel and lighting 

• • 

.. 7-4 


Clothing 

. . 

.. 9-6 

*» 

House-rent 

. . 

77 

»» 

Miscellaneous 


.. 18-5 

*♦ 



100-0 



Xhus more t han hal f th e total family income was spent on 
foorL The percentage of expenditure on food was found to 
decrease as the income in^eased, thus’ confirming ^ge ls* LaW. 
When th^e resul ts a re compared with the r^ults of similar enquiries 
in other countries it is found tliat the proportionate expenditure on 
food in countries with a high standard of living, as the United 
States, the United Kingdom and Australia, is lower ^an in India. 

The quantity of food consumed by the industrial workers in 
Bombay was insufficient. “ The general conclusion,” says the 
report, “ is that industrial workers consume the maximum of cereals 
allowed by the Famine Code, but less than the diet prescribed in 
the Bombay Jail Manual,” The following table shows the daily 
consumption of cereals and other articles of food per adult male 
in lbs. as arrived at from 2,473 budgets of working class families 
in Bombay, and the jail allowance: — 


■i 


197 



INDIA BEFORE AND SINCE THE CRISIS 



2,473 

pAMiLY Bombay Jails. 

Budgets. 



Light 

labour, 

lbs. 

1-38 


Articles. 


Cereals . . 
Pulses 

Beef and Mutton 

Salt 

Oils 

Others* . . 


Total 


It is a remarkable fact that workers in one of the leading 
Indian industries did not get more cereals to eat than the famine 
allowance for diggers and that they actually got less than the jail 
alloweince for prisoners. “ The standard of comfort,” says the 
report, “ is not high. The necessaries for efficiency are not as great 
as they ought to be.” 

As regards fuel and lighting, working class families do not 
use gas or electricity; kerosine and wood represent the whole expen- 
diture imder this head. The expenditure on clothing was found 
to be particularly low in the lowest income class (below Rs. 30 per 
mensem) , and it is a cause of indebtedness. As regards housing,,^ 
97 per cert o f the work i n g , dass families whose budgets wffi. 
taBuTat^jivere living in ove rcrow ded single., ropms. 

The working class families, except the highest income class, 
spent practically nothing on education. At least 4 per cent of the 
total expenditure was accounted for by dr^ — ^the percentage was 
higher in the case of some classes. The consumption of liquor by 
the industrial population had increased, and this was probably con- 
nected with the conditions imder which the industrial workers lived ; 
47 per cent of the working class families were found to be in debt. 


^ includes sugar, tea, milk and g^tec (clarified butter) . 

t Exclusive of sweetmeats, condiments, spices, vegetables, fruits, fish, refreshments, 
and other food for which no estimates were available. 

J Exclusive of onions, condiments, vegetables and tamarind. 
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The annual rate of interest paid was one anna in the rupee per 
mensem, or 75 per cent per annum. 

The Labour Commission’s Investigations 

The Labour Commission collected statistics bearing on the 
income and expenditure of working classes in different parts of the 
country. They considered the material “ inadequate as a basis of 
any complete treatment of the worker’s ills,” but the material is still 
valuable. It may be doubted if any great rise has occurred in the 
income or standard of living of the industrial worker since the 
Labour Conunission reported. , 

Cotton Mills . — There are considerable variations in wages. 
In Bombay the average earnings of two-loom weavers in 19 selected 
mills varied between Rs. 1-9-1 and Rs. 2-1-6 per day. The 
variations were greater in Ahmedabad. The average monthly 
earnings of Bombay operatives and the percentage and average 
earnings of operatives who worked without any absence sire shown 
below: 


Workers who workedi 
without any absence: 



Average monthiy 


Average 

Group 

earnings of all 

Percentage. 

monthly 


workers. 


earnings. 


Rs. SIS. p. 


Rs. as. p. 

Men 

.. 37 10 2 

53 

44 3 6 

Women 

.. 17 12 4 

33 

20 4 6 

Children 

.. 5 10 4 

36 

6 13 10 


These figures are lower for Ahmedabad and much lower still 
for Sholapur. 

In the Madras Presidency wages of weavers in cotton mills 
were officially reported to be about a rupee, and for male spiimers 
about 10 aimas a day; the monthly wages of male weavers in the 
United Provinces were reported to be Rs. 33, and of male spinners 
Rs. 25. Punjab, Delhi and Bengal showed higher rates. 
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Juie . — Wages in the jute mills of Bengal in different depart- 
ments, varied between Rs. 4-5-3 (batching) and Rs. 9-8-0 
(sacking weaving) , for 60 hours’ work. 

Engineering and Metal Industries . — Wages were highest in 
Bombay, and lowest in Madras, Bengal, Bihar and Orissa and the 
United Provinces. Masons in Bombay may earn (monthly) 
Rs. 50 — 70, carpenters and blacksmiths Rs. 60 — 75, and fitters 
and turners Rs. 65 — 80. In the provinces named, where wages 
are lowest, the average monthly earnings of masons were about 
Rs. 30, of carpenters about Rs. 35, and of blacksmiths, fitters and 
turners about Rs. 40. Wages in C. P., Burma, the Punjab and 
Delhi were somewhere between the two extremes. 

Seasonal Factories . — In the Punjab the rates reported were 
8 annas a day for men eind 6 annas a day for women. Rates in 
Madras and the United Provinces were about the same. In the 
Bombay Presidency the rates were higher and showed considerable 
variations in different districts. 

Mines . — ^The Commission estimated the average monthly 
earnings of a coal-cutter at about Rs. 10 to 15. In numerous 
quarries the daily wage varied between 5 aimas and 8 annas for 
men and 4 annas to 5 annas for women. 

According to the report of the Chief Inspector of Mines in 
India the average daily number of persons working in and about 
the mines regulated by the Indian Mines Act was 269,593 in 1936, 
of which 162,917 were employed in coal mines? The average 
daily earnings of skilled and unskilled labour working under- 
ground in Jharia and Rsineegunj coalfields were 9 as. and in the 
Punjab coalfields 1 1 as., for surface workers, the average daily 
earnings in Jharia smd Rcuieegunj were Re. 0-5-9 and in the 
Punjab coalfields Re. 0-9-3. 

Dock Labourers . — ^The Bombay Port Trust put the average 
monthly earnings, including payment for overtime, of dock labourers 
in its employ at about Rs. 32. In Calcutta the average monthly 
earnings of stevedore labour were estimated to be about Rs. 20. 

Unskilled ljabourers.-r*^The Commission found that while the 
unskilled labourer in towns earned “ appreciably more than the 
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agricultural labourer,”® his earnings were usually low. In the 
industrial centres of Burma and Bombay the rate for men was 
above 1 2 annas ; it was less than this in Delhi and the Punjab. In 
Bengal, Bihar and Orissa and parts of the Central Provinces the 
daily rates were roughly 8 annas for men, 6 cinnas for women and 
4 annas for children. 

Family Income . — The Labour Commission’s analysis of 
family income is based on two investigations made into family 
budgets in Sholapur and Ahmedabad by the Bombay Labour 
Office in 1925 and 1926. The average monthly expenditure was 
Rs. 37-13-11 in Sholapur and Rs. 39-5-8 in Ahmedabad. Food, 
fuel and lighting, clothing and house rent accounted for over 82 per 
cent of the total expenditure in Sholapur and for 85 per cent in 
Ahmedabad. “ These facts,” write the Commission, “ are best 
left to speak for themselves, and it is unnecessary to emphasize the 
general poverty they disclose.”^ The Commission emphasized the 
need for improvement in this respect, for poverty of the worker 
reacts on his efficiency : “ Thus poverty leads to bad conditions, 

bad conditions to inefficiency, and inefficiency to poverty. We 
believe in attempting to break the vicious circle at as many points 
as possible. There must be an endeavour to enhance efficiency, 
to heighten earnings and to improve the conditions of life.”® 

The vicious circle, however, cannot be broken by prescribing 
minimum wages in all industries. The Comnussion (as we have 
seen) recommended the guaranteed payment of a standard 
minimum output in the case of underground workers in coal mines. 
Even this is not equivalent to a minimum wage, as the rate of 
payment has been left unregulated. 

Indebtedness . — The Commission estimated that in most 
industrial centres the proportion of families or individuals wtm were , 
in ^ebt waj. noOesa. jjha n two-thirds of the whole.* They believed 
that in the great majority of cases the amount of debt exceeded 
three months’ wages, and was often far in excess of that amount. 
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1 150 per cent or 

[pressed by the number 
obliged to curtail his 
interest charges without the 
to reduce, the principal.”® They 
regarding the attachment of 
being 
Their 

reduction of the period of limitation for 
a decree may be kept alive has 
The Government 
called for.”^® 


The rates of interest were high, iii some cases even 
more per annum! The Commission were imi 
of cases in which an industrious worker was 
expenditure on necessities to meet 
famf^st prospect of being able 
made a number of recommendations _ ^ 

wages and salaries and imprisonment for debt, which are 
examined by the central and provincial Governments. 

recommendation for the i. 

debts and the period within which 
however not been accepted by Government, 
have decided that “ no change in the existing law is 

\/ Wages in Assam.— On tea plantations, the cash earrings 
the worker are supplemented by certain concessions: free housr 


9 Ihli.. p. 226. 

^oSeccnd ReporU loc. cit, p. 


I 



INDUSTRIAL LABOUR 


member of the G)mmission, expressed his dissent in a separate 
note.* 

Both in their written statements, and in the evidence tendered 
by them the representatives of the tea-industry opposed statutory 
minimum wages. The Indian Tea Association wrote: “ As so 
few labourers work the full number of days it is considered that the 
statutory establishment of a minimum wage is unnecessary and 
would be difficult to enforce.”^^ The Darjeeling Planters’ Asso- 
ciation described the proposal as “ unnecessary and inadvisable.”^^ 
The Indian Tea Planters’ Association, Jalpaiguri, considered it 
absolutely unnecessary.^® Mr. J. Insch, Chairman of the Indian 
Tea Association, Calcutta, in his oral evidence said that they had 
already so fixed their piece-rates as to yield an ordinarily diligent 
coolie not less than a given amount per hour. The Commission 
failed to understand why, if most of the members of the Tea Asso- 
ciation were already doing it, as a body they objected to the 
fixation of a minimum rate which would bring the worst gardens 
up to the level of the others.^^ It was pointed out to the Chairman 
that there was no possibility of collective bargaining as between the 
tea garden coolies and a body of managing agents as Mr. Insch’s 
Association (i.e., the coolies’ employers). Mr. Insch replied that 
the Tea Association was not primarily concerned in the matter — 
“ so any bargaining will be as between the coolies and the 
managers.” 

Q. F. 2947. “What I am asking is whether you as an 
Association consider that there is any real possibility of collective 
bargaining between even your managers and the tea garden coolies 
in their present state of education? ” 

The incredible reply of the Chairman of the Indian Tea 
Association was “ I think so ” I 

the Assam tea-industry could have been classed as ‘sweated* industry, this 
exceptional treatment might have been justifiable: but, as facts are, it seems to me that 
the proposed imposition of Minimum Wage Boards would be an act of injustice to a 
trade in which the worker, according to the Local Government, “ can already earn enough 
to keep him in health and reasonable comfort.** (P, 485 of the Report), 

Assam vEWdcnce, p. 75. 

85. 

^3 p. 93. 

Question F* 3943 — 47. 
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If practicable, the Labour Commission considered the estab- 
lishment of statutory wage-fixing machinery in the Assam planta- 
tions desirable, and they had good reasons to believe that if proper 
methods were adopted, a practica,ble scheme could be devised. 

It is extremely doubtful if such a scheme would ever be 
devised — ^none has been devised so far.* 

Attention may be drawn to two recent investigations into 
wages and conditions of labour in the engineering industry and the 
textile industry in the Bombay Presidency. The wage data for 
the engineering industry relate to 221 engineering concerns and 
471 others and the total number of employees covered is over 
75,000. The average monthly earnings for all workers in six of 


the important graded occupations in 

all factories 

(May 

are given below : 

Rs. 

as. p. 

Moulders . . * * 

. . 41 

10 3 

Blacksmith 

.. 50 

6 0 

Fitters . , . . 

.. 53 

4 9 

Machinist, turners ’ . . 

. . 51 

1 4 

Carpenters . . 

. . 39 

9 0 

Painters 

.. 40 

3 2 


Including both skilled and unskilled workers, the average 
daily earnings come to Re. 1-11-4 and the average monthly earn- 
ings to Rs. 39-3-10. Eixcluding unskilled labourers, the average 
daily and monthly earnings for the Presidency are Re. 1-14-5 and 
Rs. 43-14-5. 

f The average wages both for skilled and unskilled workers 
I are considerably higher in the engineering industry than in other 
j industries. 

^We learn that an officer was defnited to Ceylon to acquire experience of the 
working of wage-fixing machinery there. His report has been received and considered 
by the Assam Government, ** The existing wage-statistics, however, do not supply 
adequate material regarding the rates of remuneration owing to the lack of correlation 
between the earnings of the worker and his hours of work. The Government of Assam, 
therefore, propose to prescribe new forms of wage returns under section 37 (2) of the 
Tea Districts Emigrant Labour Act, 1932, (which came into foce from 1st October, 
1933), This will be done in consultation with the Controller of Emigrant Labour after 
he has acquired some practical knowledge of conditions on tea estates in different parts of 
the Province/* (Second Report, loc. cit., p. 106). 
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The second enquiry was carried out by the Textile Labour 
Enquiry Committee appointed by the Government of Bombay in 
Oct. 1937. The committee recommended a 12 per cent rise in» 
wages. They Based this demand on the prosperous condition of 
the mill industry due to (1) decline in the imports of piece-goods* 
(2) recovery of the home market, (3) expansion of exports and 
(4) increased efficiency of production. The committee were of 
the opinion that the present improvement in the industry is not of a 
temporary nature and that progress will continue. Assuming the 
wages bill to be 22*5 per cent of the total cost of production, they 
found that within the available surplus (due to the fall in the price 
of raw cotton) the recommended increase in wages could be given. 
The increments are to be granted according to a sliding scale — 
nothing to those earning Rs. 75 monthly or over and increments 
varying from 1 anna in the rupee to 3 annas in the rupee in the case 
of those earning less. I 

Wages in India and Russia 

Wage s of industrial .workers in India are low, much lower 
than wages in industrially advanced countries as the United States 
or En gla ndt or even Na^zi Germany. But incredible as it may 
seem, the purchasing power of the average Indian factory worker 
is not inuch smaller than that of the average factory worker in 
socialist Russia, which is industrially more advanced than India. 

The following rates of wages in roubles are quoted by Sir 
Walter Citrine (/ Search for the Truth in Russia, p. 388). They 
are based on official Russian sources: 


Average Monthly Wages in U. S. S. R. 



Roubles. 

Ej^uivalent in Rs. 

Transport . . 

283-5 

35-4 

Heavy Industry 

280-5 

35-1 

Light Industry 

196-5 

24-6 

Food Industry . 

201-0 

25-1 

Timber Industry 

198-0 

24-8 

Officially 26 roubles 

are equal to one 

£, but in purchasing 


power a rouble is equal to about 3d. (Sir Walter Citrine, p. 1 42) . 
When Russian prices are compared with Indian, it is found that 
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the purchasing power of a rupee is greater than that of 8 roubles 
(see Marxism is Dead by the present writer. Chapter V) . 

The ‘ socialised ’ wage in Russia is about one-third of the 
money wage. But probably only about haJf of the ‘ socialised ’ 
wage is real. Then, deductions from the wages, including !0 per 
cent monthly loan to the State, which is, in fact, compulsory 
amount to 15-21 per cent of the wages. The * socialised ’ wage 
and the monthly deductions cancel each other out {Marxism is Dead, 
Chapter V). 

In the engineering industry, average earnings in all occupations 
in the Bombay Presidency, allowing for percentage attendance, as 
we have seen, amount to more than Rs. 39 a month, while the 
average monthly earnings of six of the important graded occupations, 
moulders, blacksmiths, fitters, turners, carpenters and painters, range 
J between Rs. 40-3-2 and Rs. 53-4-9. The average waste, i n. the 
! Bpmbaj engineering industry is higher than the average wage in the 
best paid Russian industries, considering the purchasing power of- 
, wages in the tw;o countries. 

I According to the general wage census of May 1934 (Part I, 
Third Report, p. 129) the average daily earnings of men operatives 
on time rates in all occupations in the cotton textile industry in the 
Bombay Presidency amoimted to Re. 0-15-7 daily, say about 
Rs. 25 monthly. AU^wing .fpr the 12 per cent increase in wages 
granted in 1 938, the purchasing power of the average textile worker 
in cotton nulls in the Bombay Presideimy ,is probably greater than, 
that of the average worker in l^ht industry in socialist Russia. 

ThaMhe standard of living of Rusaan workers is extremely 
low is also shown By the fact that in 1935, 67’3 per cent of the 
family income was spent on food alone (De Easily, Russia under 
Soviet Rule, p. 377) . This may be compared with 56'8 per cent 
for Bombay workers according to the family budgets examined in 
1921-22. According to Bombay working class family budgets 
collected in 1932-33, the percentage expenditure on food had fallen 
to 46'60. The percentage expenditure on food in Ahmedabad 
working class family budgets was 57*90 in 1926 and 49*31 in 
1933-35 (see Report on an Enquiry into Working Class Family 
Budgets in Ahmedabad, Bombay Labour Office, 1937, p. 33) . 
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Industrial Disputes in India 


The following 

statement gives 

relevant 

information 

industrial disputes in 

India from 1921 to 1937 



No. of 

No. of 


No. of dis- 

work people 

working 


putes in 

involved in 

days lost 


progress. 

1000. 

in 1000. 

1921 

396 

600 

6,984 

1922 

278 

435 

3,972 

1923 

213 

302 

5,052 

1924 

.. 133 

312 

8,731 

1925 

. . 134 

270 

12,578 

1926 

128 

187 

1 ,097 

1927 

129 

132 

2,020 

1928 

203 

507 

31,647 

1929 

141 

532 

12,166 

1930 

148 

196 

2,262 

1931 

166 

203 

2,408 

1932 

118 

128 

1,922 

1933 

146 

165 

2,169 

1934 

159 

221 

4,776 

1935 

145 

114 

973 

1936 

161 

169 

2,358 

1937 

379 

647 

8,982 


The fo ur years of depression were, comparatively speaking, 
years of industrial peace. The total number of disputes between 
1930 and 1933 was 578 , involving 692,000 work people. The 
number of disputes in the four most peaceful years 1923 — 27 , 
was less, 524, but the work people involved in these disputes 
were 901,000. 

As compared with our 146 disputes in 1933, the number of 
industrial disputes in United States averaged 130 per month in 
1933. The United States has, of course, more industries, and 
more dissatisfied workmen. But th e depression ha s been- a period 
of progress and development for I ndian mdiistrip 

Labour Cazeiie^ May 1934, p. 690. 
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on the whole. It has not the same meaning for American or 
European industries. 

The number of disputes suddenly rose in 1937 to 379, 
involving 648,000 work people and a loss of about 9 million 
working days. Disputes were most frequent in Bengal (jute 
mills). Of the total number pf disputes in the whole of India, 
234 were concerned with yi?ag^ and 73 with personnel. Out of 
366 disputes in which settlements were arrived at during the year, 
in 168 or 45 '9 per cent, the workers were successful in gaining 
concessions. In 5 1 or 13‘9 per cent of the disputes they were 
completely successful and in 117, or 32 per cent of the cases only 
partially successful. ’’ 

Trade Unions 

Mr. N. M. Joshi, of the Servants of India Society, moved a 
Resolution in the Legislative Assembly in March, 1921, recom- 
mending the enactment of legislation for the registration and 
/ gr^otection of Trade yiions. The Trade Union -Act wsis finally 
passed in March, 1925., and came into force on 1st June, 1927. 
f A Trade Union has been defined in the Act (which is still in 
force) as “ any combination, whether temporary or permanent, 
f ormed primarily for the pu r p ose of r egulating the relations between 
workmen and workm^, or between employers and employers, or 
for imposing restrictive conditions on the conduct of any trade or 
I business.” The definition includes any federation of two or more 
Trade Unions. 

The registration of Trade Unions is not compulsory, but any 
seven or more members of a Trade Union may, under certain con- 
, ditions, apply for the registration of the Trade Union imder 
:Act. 

IJje .twp .idiie£, ie§Jytes_Qf_llm^ principle of 

in re^aect .tg^oi.cigil_jtod criminal proceedings against 
a Tr^ Uniom and tl «i constitution of a separate fund for political 
purgfi®g?. Chdy rej^^^ Trade Unions will benefit by the legis- 
. fative recogniti(m of a^^rifsmple of immun^ 

•i^ ‘ . .. 
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From the political fund payments may be made “ for the 
promotion of the civic and political interests ” of the members of a 
Trade Union. This includes payment of any expenses incurred, 

• ether directly or indirectly, in connection with the election of can- 
didates as members of legislative bodies or their maintencuice, and 
; the holding of political meetings of any kind, or the distribution of 
political literature or political documents of any kind. 

It is also provided that not le ss than one-half of _the total 
nu mber of officers of every registered Trade Union shall be persons 
actually engaged or emplov ed in an industry with which the Trade 
Union is connected. The object o Lthi s provision is to prevent a 
Trade Union ■■frQm... passmg under the control of outsiders. 

The rpvisTon nf thp Art nf in accordance with the 

recommendations of the Labour Commission, must be now under 
consideration. It is to be hoped that the conditions attached to 
registration will be made easier. 


The Co mmission, lecororo ended that a ll unions should be ablet 
to secure f ree of charge the conduct of their audit by Government 
officials. Local Governments were generally opposed to the' 
adoption of this recommendation on accoimt (among other things) 
of financial stringency, but effect has been given to it in Madras, 
C. P., the Punjab and presumably also Delhi. There were two 
other important recommendations of the Labour Commission, viz., 

and co nducting co-opeiatffie„j:aadit or sup ply .acddigs, and that 
ordinarily , pot le ss t han fi ^o-;thirds of the officers of. a. regist 
trade unicm (and not one-half as at pres ent) should be 
engaged or employed..in iga^industry with which the union is . con- 
The Government view the latter recommendation with 


favour ; on the other recommendation they have decided to take no 
action, holding that members of a trade union can, under the 
e xistin g law, form themselves into a co-operative society with a 
separate constitution. 

Injhe y ear 1935 =36-thfire -Mere 236^trade reg istered ' unions 
in British Ind ia of whicIx-2Qi. siffiinitted’- ^ TTie total 
number of members w;as 2 68,0 00. The unions had a balance of 
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about Rs. 6 lakhs at the end of the year, Bengal had the largest 
number of unions, 69 (members about 81,000), followed by 
Bombay 50 (members about 52,000), Madras 32 (members 
22,000) and Pimjab 30 (members 64,000) . The number of 
registered unions in India in 1927-28 was only 29, with a member- 
ship of 101,000. 

Of the total number of members in 1935-36, 150,000 were 
railway employees, about 27,000 textile workers and about the 
same number seamen. The number of women members was 
only 7,309. 

There were during the year only 3 unions with a membership 
of 20,000 and above. 

The actual income of unions from subscriptions is much less 
than what it should be according to the number of members. 

Fuller information is available about unions in the Bombay 
Presiedncy. At the end of Sept. 1938 Bombay had 147 unions 
with a membership of 135,000. In this province the trade union 
movement has made rapid progress during the past 1 1 years— 
in 1927 there were 66 unions with a membership of 79,000. The 
number of registered unions, however, at the end of Sept. 1938 
Wcis only 53 out of 147. The trades repres ented in the unions are 
t^Le, ra ilways, po sts and telegraphs, port trust smd^docks, maf^ 
factories, tramwOTS, pr ess w orkers, clerical and others. The 
riS^^iTof organised textile workers is BHOOD. 

I The Labour Commission emphasized the need for the deve- 
lopment of trade unions: “ It is in the power to com bine that 
labour has t he only effective safeguard against ex ploi tation and the 
c mly lastin g sec urity against inhuman conditions. ” The difficulties 
of in^strisinaBour are many: ( 1 ) the migratory charact er of the 
bu lk of Indian labou r, (2) ppyer^ of the worke r, (3) diffeigice s 
. of l angua ge, (4) socia l jmd comrom^al. difeg pces, and (5) .ignpr - 
; l ance, greed a nd utter incaRiigpHiBc e of many so-called labour 

I silvers, who are very often prepared to sacrifice the intere^ of 

! uabbffi for selfish In the Pimjab interested parties have split 

i ; lip unKMis m the conummsd wsue. Economic interests of workers 
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of different communities axe essentially the same, but not the inter- 
ests of communal leaders. 

Perhaps the greatest obstacle to the growth of th e movement, j 
in some p rovinces at any rate, is religion. 

At a spec ial session_of the AlLJn dia Trade Un ion Congress .! 
held at N agpur in April 1938 the President complained that the\ 
membership of the rmions had fallen and that ‘ the trade union 
movement all over India was at its lowest ebb.* Efforts are being 
made to unite different wings of the movement. A factor which 
has led to the renewal of the efforts for unity is the formation_of ! 
G>ngress Ministries which has ‘j|.wakjraed in the he^ts of trade! 
union leaders the hopes of wmning 

min imum deniM^jof the workers.’ J 


CHAPTER Vni 


EDUCATED UNEMPLOYMENT 

No statistics of the unemployed are available for India, The 
Bombay Labour Gazette reviews the ‘ employment situation ’ 
every month. The review only gives the percentage of absentee- 
ism in certain industries at certain centres,' In Nov. 1938, for 
example, the average absenteeism in the textile industry in five im- 
portant toctile centres of the Bombay Presidency amounted to 6‘75 
|>er cent. The supply of labour was reported as adequate for a 
large majority of the Bombay mills, the average absenteeism 
amounting to 8‘52 per cent. In the engineering industry in Bombay 
City the average absenteeism amounted to 12 per cent in the same 
month. 

The percentage of absenteeism is not the same thing as the 
number of the unemployed or the proportion of the unemployed to 
those in employment. 

But industrial, j u ne^ in India Ji_pl,xflmaraliydy 

small importance . India is not an industr i al coimtrv and, as we 
have semi, the great ma jority of our workers are ncA-Jactorv 
vsaiiixs. 

J Hand-workers and the great majority of agricultural workers 
are not employees, since they work on their own account. They 
are not fully employed; the problem of under-employment in cottage 
industries and agriculture is not the imemployment problem as the 
term is used in Western countries. Unemployment or under- 
employment in agricu lture is seasonal.; there is also the groymg 
Pressure of popu lation on t he soi l. Unemployment in cottgige 
in dustries i s due to machin& jcompetition . 

The term imemployment may be properly used in respect of 

I the products of our schools and universities. Educated unemployiiient 
is principally due to the fact that our s ystem of edu cation is not 
related to practical life. 

y.' In regard to methods and aims of education India may leara 
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even from Fascist Italy. Fascism has transformed Italian educa- 
tion. Fascism despises culture which is purely ornamental. It 
values that culture alone which “arms and fortifies the spirit for 
conquering new battles F as cist education is practical, not 
merely theoretical. Giovanni Gentile, whose name is associated 
with the reform of the Italian system of education, says : 

“ Fascism is a war against Intellec tualism. The Fascist spirit 
is Will ; it is not Intellect — Fascism fights, eind should fight ceaseless- 
ly and pitilessly not Intelligence, but Intellectualism, which is the 
disease of Intelligence ”. The distinction between Intellectualism 
and Intelligence is of some significance. Intellectualism is barren. 
It is mental training for its own sake. Intelligence consists in 
applying the intellect to the solution of problenas of life. 

In Russia education has been made wholly su bserv ient tol 
e c o nom ics . Educational planning was a part of the First Five Year J 
Plan. The success of the Plan in making Russia an industrial | 
country, producing her own technical equipment, depended on the! 
development of technical education. 

Everything was therefore done to spread technical knowledge. 
The country has been covered by a net-work of technical colleges 
and polytechnics. According to a critic of Bolshevism, “ Educa- 
tion no longer aims at producing an educated man. |ts object is to 
turn out an of ficer in the proletarian aniQ^, capable of taking an^ 
active part in the civil service, industry or finance.”^ 

It cannot be said that th e I ndi an system of education is aimless ^ 

“ In its very inception ”, wrote a Director of Public Instruction, 
Punjab, “ it was moulded with the special object of preparing 
boys for external examinations,” Ae object being the training of boys_ 
** for clerical vo cations which are now proclaimed to be over-stpckecT 
and which offer insufficient avenues of employment to the^iarge^ 
mrong o F ap plicants.”^ In this sense our system of education hasj 
survived its usefulness. The supply of clerks much exceeds the 
demand for them either iiYGovernment or in private offices. I 

* Che Cosa e tl Fascismo, p. 98. 

2 Theory/ and Practice of Bolshevism^ by W. Gurean, p, 154, 

® Report of Punjab Committee on Uncmplo'pmcni, p. xi. 
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The problem of educated unemployment was the subject of 
mvestigation by special committees, appointed in several Provinces. 
The University authorities in the Punjab took the view in 1927 that 
there was ‘ probably ’ some unemployment among graduates (especi- 
ally those of inferior quality) and ‘ much ’ unemployment among 
matriculates and failed matriculates. Xfe PMjab Cominittee^w^ 
led by the evidence tendered before it to the conclusion that there 
was ‘ extensive ’ unemployment ^png educated classies, meaning by 
that term those who have received a purely literary Anglo-Verna- 
cular education. The conclusion of the Madras Committee was 
the S^e. It found unemployment among graduates without 
professional qualifications, and more unemployment among Inter- 
mediates, S. S. L. C’s, and failed S. S. L. C’s. 

The following statement shows the progress of education in 


India: 

1911-12 

1920-21 

1935.36 

No. of schools 

130,030 

108,270 

212,086 

No. of scholars, 31st March 

5,919,000 

7,583,000 

12,731,000 

High stage (middle passed). 
No. of scholars 

142,000 

219,000 

414,000 

No. of under-'graduates 

9.319 

55,395 

88,715 

No. of graduates 

4,242 

9.814 

19,040 


* ' Betwe en 19J1-12_ ^id 1935-36 the nuinber of the nuddle 
I . y passed increased about 3 time s, of. under-graduates about 9 times 
a nd of graduates 4!/? times . 

^ In view of the rapid grow th in the number of matriculates, 
imder-graduates . and graduates, it is not surprising that educated 
imemplo 3 nnent has attamed seriom dimensiom^ Striking examples 
of keen rniinpfltition for jobs ar e given in the report of the. M&diSS 
Com mittee on unemployment . A test advertisement in the news- 
papers for a clerk’s post under the Government carrying a salary 
of Rs, 35 per mensem brought in 666 applications (including 30 
fr<«n graduates) . No less than 787 applications were received in 
response to a similar test advertisement for a clerk’s post in a com- 
mercial firm in Madras. 
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Certam professions that of law)^ .are .over-cro'vvdecJ- 

While the number of law graduates has rapidly, increased, litigation, 
on account of the depression, has decrgasfid- Sometime ago, 500 
vakils from the Mofussil and the City of Madras applied for the 
post of bench clerk in the High Court of Madras. 


t 


Bengal 

Bengal was the first Province to appoint a committee to 
examine the problem of unemployment. This committee was 
appointed in 1922 and its report was published in 1924. It dealt 
both with the general problem of unemployment, and with educated 
unemployment. . 

The Bengal Committee points out that in former days the 
middle-clsiss Bengalees were supported largely from income derived 
from land. Now it is formd necessary to supplement this income 
from other sources. “ This has been one of the main causes of the 
breakdown of the joint-family system and of the gradual flow of 
the educated middle-classes from villages to the town ” (p. 11). 
The cause of the trek into towns may be the desire for a higher 
standard of living, the attractions of town life, or the growing 
pressure of population on the soil, but the fact remains that those 
who have left the villages for towns, will gain very little by return- 
ing to the villages now. 

Nor is it possible to check immigration from lower classes into 
the Bhadralok class. ‘ ‘For a period”, explains the Committee, “the 
educated middle class Bengali doubtless fiomrished.” Other classes 
wished to emulate him. They arrived late and have missed the rise, 
but they will take the downward swing lower than it might otherwise 
have gone. 

The Committee expressed their dissatisfaction with the: system 
of education. It leads to one end only: the M.A., M.Sc., or B. L. 
examinations. “ Itjs like a bamboo, each joint being an examination 
and the diameter remaining practically the same size from the root 
to very near the top. It has no branches and the crowning top 
covers a very small area.” By this simile the Committee meant to 
illustrate the very limited objective of the system of education, and 
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its dead uniformity. In introducing the system of education Lord 
Macaulay had written that “We must at present do our best to 
form a class who may be in t e rpreters between us and the millions 
we govern, a class of persons, Indian in blood and colour, but English 
in taste, in opinions, in morals and in intellect”. TTiis class of 
interpreters duly came into existence, but they are fit to do little 
else than interpreting. Further, our universities continue to produce 
the class of interpreters even when there is not enough interpreters' 



work for all members of the class. As the Committee wrote: 
“ And the most depressing thought of all is that the process is still 
going on and any modification even in the near future will not 
become effective for many years to come” (p. 15). 

The Conunittee admitted the charges commonly brought 
against the system of education: it bears no relation to the everyday 
life of the student; it destroys his adaptability; it leads from one 
examination to another offering on the way no points of natural 
divergences; and, finally, in the case of a large proportion of 
students, it does not lead to any means of earning a livelihood. 

The recommendations of the Committee covered a wide field. 
It laid emphasis on the need for encouraging the economic develops, 
ment of the coimtry: , “The mere provision of facilities for 
technical training may help for a little time, but it will not solve 
the problem unless at the Scune time an economic development teikes 
place, be it spontaneously or with external assistance (p. 15). 

^ With this necessary qualification t he Committee favoured the 
•munediate adoption of a comprehe nsive scheme of tqchnical educa- 
ton widi the object of proditcmg workers of various 

classes, such as managers, foremOT,_supervisors worknien._ A 
Board of Technical Education was to be established for the control 
of training, both theoretical and practical, for industry and com- 
merce. Among other things the Board wzis to undertake the duties 
of estimating and publishing the prospects of employment in various 
occupations, prescribing courses of training to be followed to enter 
sudi occupations, and furnishing assistance to trained men in finding 
employment through the establishmerit of an employment bureau 
for those who had been trained according to the prescribed standards. 
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The Committee considered that ordinary high school educa- 
tion in the last two years should be divided into two groups, ( 1 ) 
literary, and (2) scientific, and that each student should make 
a definite selection. When the students arrived at the University 
Matriculation stage, all were not to take that examination. Some 
from the literary side could take the examination of the Board of 
Control of Technical Education referred to above and, if success- 
ful, pursue a training leading to employment in commerce; some 
from the scientific side could take the appropriate examinations of 
the Board and proceed to a technical training leading to employ- 
ment in industry. 

In regard to the economic development of the country the 
Committee pointed out that agriculture was the main support of 
the population. “ In our opinion,” they wrote, “ what is required 
therefore is the intensive development of agriculture ^^ a^ of. 
the industries associated with agriculture” (p. 22). They recom- 
mended agriculture as a profession for the Bengali Bhadralok. It 
was also desirable to make experiments in cattle-breeding, dairy- 
farming, poultry farming etc., as occupations for Bengal Bhadralok 
(among other things, the Punjab Committee on unemployment 
recommended rose-growing and tobacco-cultivation as new occupa- 
tions for Punjabee Bhadralok). Further, the Conunittee recom- 
mended the expansion of co-operative activities in directions other 
than the provision of credit; provision of seed, manure, implements, 
irrigaticm, water, cattle, yarn, looms and power. Co-operative 
production and sale were also to be encouraged. 

United Provinces 

In the United Provinces Legislative Council, when, in August 
1929, a resolution was moved recommending the appointment of 
a Committee to suggest ways and means to alleviate unemployment 
among the educated middle-classes, the Government opposed the 
motion on the ground that the “ appointment of a Committee was 
imnecessary in view of various measures for provincial development 
which they had taken ”. Eventually the resolution was accepted 
by the Government, and the matter referred to the provincial Deve- 
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lopment Board. The Board was “greatly impressed” by the 
magnitude and complexity of the problem, and recommended the 
appointment of a special Committee to deal with the question. A 
departmental Committee was finally appointed in November 1927. 

The Committee found that the causes of educated unemploy- 
ment were “ not one but various ”, having their roots in the social 
and economic system of the Province, or arising from its physical 
characteristics and its past history, or “ due to errors of policy in 
the past ”. Some of the causes were connected with the period of 
“ change and rapid transition ” through which the country was 
passing. But one thing was clear : the supply of educated men was 
greater than the supply of suitable posts. Government service and 
the legal profession were the main occupations of the educated 
classes. The legal profession was over-crowded, and as for Govern- 
ment service, it could not absorb more than about one in five of those 
who passed the high-school examination. 

Can more jobs be created for educated men? The Com- 
mittee made two suggestions. First, educated young men should 
be induced to take up trades and occupations which they have so 
far neglected, and assisted to create new ones. Secondly, measures 
may be adopted to expand the prosperity and productive power of 
old occupations. “ One process starts with the man, we may call 
it ‘ tuition ’. The other starts with the occupation, we may call it 
‘ development ’ ; but they are really opposite aspects of the same 
thing. Development means increased production, and so more to 
divide, and higher earnings for the educated man ” (p. 7) . 

The two direct sources of wealth production are agriculture 
and industry. The Committee took the view that no solution of 
the problem could be found in attempts to settle educated men, 
unconnected with agriculture, on the land. Already three out of 
four of the inhabitants of the United Provinces were dependent on 
agriculture for their livelihood. The Province “ is already one of 
the most closely cultivated regions in the world ”. Excepting 
jungly areas, every square yard of land which was capable of 
cultivation was already tilled. However the Committee recom- 
mended that efforts should be made to keep the educated young 
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zamindar or prosperous tenant’s son cn the land. This may be 
done by showing him how he can make agriculture more profitable, 
by imparting an agricultural bias to the education given in rural 
areas, by improving the amenities of village life (both cultural and 
hygienic), and by developing new sources of livelihood in the 
collection and sale of agricultural products, upkeep of machinery 
(i.e., power-driven tube-wells, cane-crushers etc.) and in the better 
organisation of rural co-operative effort. 

It appears that agi-iculture in the United Provinces cannot 
provide much room for the educated unemployed. It is desirable 
to keep the sons of zamindars on the land, provided they can earn 
something for themselves there. But even in 1927, that is before 
the catastrophic fall of prices, agriculture had ceased to be a 
remunerative profession for educated young men: 

“ A boy of the cultivating classes no sooner gets a little 
education than he is off to the town to try to get a job as a clerk 
on Rs. 15 or Rs. 20 per mensem. The reason is sometimes a 
faiilty kind of education. But it must quite as often be the fact 
that such a post gives him in pay as well as in amenities what his 
ancestral holding could never give him even though he were to apply 
to it all the latest devices and methods, and farm it with the utmost 
skill” (p. 6). 

Considering the existing heavy pressure on the land and the 
recent fall in agricultural income it would be still more difficult 
to induce the sons of agriculturists to stay on the land. 

^^at are the chances of increased employment of educated 
men in industries? 

It has been estimated that an investment of a crore of rupeest 
in factory industries creates employment for about 500 men forj 
direction and supervision. In this sense jobs for educated men 
depend on the amount of capital available for investment in industry 
(assuming, among other things, that adequate supplies of skilled 
and unskilled labour are available). There is capital in the 
United Provinces, labour is cheap and abundant, and raw material 
for manufactures, based on agricultural or forest produce, is not 
lacking. But the Province is handicapped by the complete ab^ce 
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of coal, oil, or other mineral wealth. The introduction of cheap 
hydro-electric power into the Western districts of the Province may 
remove this handicap. 

Under existing conditions factory industries in the United 
Provinces offer no hope of increased employment to educated men. 
“The existing posts are already filled, and it is only wastage that 
has to be provided for” (p. 14) . 

The cottage industries, in which there is some room at present 
are: tailoring, laundry work and dry-cleaning, tomato-canning, 
bee-keeping, the manufacture of wooden and leather goods, 
matches (as a cottage industry) , candles, cane basket-ware,woollen 
blankets (hand-loom) , card-board boxes, pen-nibs and other small 
metal articles, hosiery, envelopes, buttons, jams, lac-varnishes and 
dyes, glue, and confectionery. But educated men taking to these 
occupations will have first to compete with more skilled professional , 
artisans, and secondly, to face the competition of machinery. 
The market for the produSs of these industries is not very extensive, 
and as machine competition increases, it must shrink. Techniceil 
education in industrial schools, whose object is to train hand-workers 
for cottage industries, wrote the Committee, “ is not the psinacea 
for the unemployment problem which it is often alleged to be ” — » 
a sound observation. It follows that cottage industries provide no 
solution of our problem, but only relief for a very short period, and 
on a very limited scale. 

The Committee recommended the establishment of employment 
bureaus in a few centres with the following chief objects, (a) 
to maintain a register of middle-class students wanting jobs, (b) 
to ascertain openings for employment for them, (c) to bring them 
into touch with employers, and (J) to give advice and information 
to parents about careers for boys. 

Punjab and Madras 

The aim of education fix the Punjab, as in other Provinces, 
is Government service. Very few care for knowledge for its own 
sake. Government service is preferred for various reasons; (a) 
emoluments of Government servants, (b) prestige or izzat of 
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officials, (c) security and regular promotion in Government service 
“ and no particular need for efficiency.”^ Another interesting 
reason was mentioned by a witness in his evidence before the 
Punjab Committee: “At present an average zamindar thinks 
rightly or wrongly that he can save himself from every-day insults 
heaped upcwi him by Government officials by taking some sort of 
Government service and leaving his ancestral profession.”® Finally, 
Government service is the principal source of employment for 
educated young men; other avenues -of employment are few. 

It is obvious that the ranks of the unemployed are swelled by % 
half-educated boys and young men drawn from many classes whose 
ancestral occupation is different. It is stated that education renders 
boys unfit for their ancestral occupations e.g., agriculture and 
cottage industries. There is a growing aversion from manual 
labour among certain classes. Having attended school or college, 
the son of a zamindar considers it beneath his dignity to touch a 
spade or a plough. 

Among special causes of imemployment the Madras Committee 
mentions ceiste, early marriage, joint family and communal 
inequalities or social disabilities. Early marriage burdens a young 
man with responsibilities at an immature age. Caste restrictions 
interfere with the mobility of labour: a caste Hindu may not follow 
certain occupations. The joint-family encourages laziness and 
parasitism. 

These causes are of little importance. The age of marriage 
is rising, but by itself it will have little effect in reducing unemploy- 
ment or increasing the number of jobs. Not would imemployment 
be much reduced by caste-Hindus taking to ‘ untouchable ’ occupa- 
tions. The joint-family as a defensive economic orgauiisation is 
of great value in times of hardship. The abolition of the joint- 
family would in no way contribute to the solution of our problem. 

If educated unemployment is chiefly due to the rapid growth 
of education, a remedy for the evil may be found in reducing 
educational facilities, or making it more difficult to obtain degrees 

^Report of the Punjab Commtilee on Untmphyme,nU p* 17. 
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Snd diplomas. The Punjab Committee recommeded this step, at 
the same time insisting that educational qualifications required for 
certain Government appointments should be lowered. They 
admitted that whatever standards were adapted, the number of 
youths to be recruited for the public services would not be affected. 
The supply of candidates for Government service would exceed the 
demand even then, but it is desirable that the requirements of Govern- 
ment service should not unduly lengthen the period of education. 

Education must be related to life. “ The pupils in the ordinary 
schools,” wrote the Punjab Committee, “ should be encouraged 
to appreciate the dignity of labour, make good use of their spare 
time and to acquire an earnest spirit of service.”® 

The provision of increasing facilities for technical and 
industrial education, it is next argued, will enable yoimg men to earn 
an independent living as producers. The existence of large numbers 
of trained young men will give an impetus to the development of 
industries at present non-existent in the Punjab. The Pimjab 
Committee recommended the extension of professional education in 
certain directions: architecture, pharmacy eind conveyancing. 
Architects will help not only in improving the appearance of build- 
ings, but also in ameliorating health conditions in towns. We also 
want more trained pharmacists. The drafting of legal documents 
by competent and trauned conveyancers will save a considerable 
amount of litigation due to inefficient drafting and conveyances. 

The Madras Committee saw a general remedy for unemploy- 
ment in the extension of primary education. If, for example, 
compulsory primary education were introduced, an enormous 
demand for teachers would be created. ' But where is the money 
for compulsory primary education, or even for a wide extension of 
primary education to come from? 

Both Committees devote much space to a discussion of agri- 
culture m relation to education. The Punjab Committee 
recommended that small holdings should be provided for educated 
yoimg men for certain purposes. But it is evident that only a very 
limited amount of land is available for such a purpose. Some time 
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ago Principals of Arts colleges at Lahore were asked to recominend 
six students each for the grant of land for model farming. This 
is not a solution of educated unemployment, admitting, for the sake 
of argument, that farms managed by educated young men may 
serve as a source of inspiration to uneducated cultivators. The 
Punjab Committese insisted that education should not make a boy 
unfit for agriculture or create in him a distaste for the life of an 
agriculturist. From this point of view the Committee emphasized 
the imiportance of village ‘ uplift ’ work and of encouraging rural 
sports and pastimes. 

The Madras Committee recommended that village life should 
be made more attractive by starting social clubs and libraries. In P 
rural schools, agriculture should be made the centre of study, and, 
where possible, a farm should be attached to the High School. The 
boys must be taught to value agriculture: the idea that agriculture 
is inferior to the occupation of a clerk, or the profession of a lawyer 
or teacher must be eradicated. “The example of the King- 
Etriperor and of the present Viceroy (Lord Irwin) should inspire 
the zamindars of this country to take up farming, cattle and sheep- 
breeding, and improvement of crops more seriously. The Ministers 
in South Africa and the leaders of the Opposition are several of 
them farmers by profession and a majority of them spend their 
leisure on their own farms.’”^ The Madras Committee makes it 
absolutely clear that the Government cannot provide jobs for all 
educated unemployed: “ No Government in the world could be 
expected to furnish all those who come out of schools and colleges 
with appointments, and in India of the present day, when the edu- 
cational output is so large and there is a legitimate cry of retrench- 
ment, such an expectation is unreasonable as well as unjust to the 
tax-payer.”® The Committee admitted that no ‘ heroic remedy ’ 
for unemployment existed. No such remedy for abolishing or 
reducing unemployment was brought to the notice of the Committee 
or was independently discovered by the Committee. 

’’Report of Madrat Committee on Unemployment, p. 25. 

»lhid.. p. 24. 
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The problem was re-examined by a second committee appoint- 
ed in the United Provinces in 1935 and a second committee 
appointed in the Punjab in 1938. The report of the latter is stfll 
I awaited but it is xmlikely that the Punjab committee would shed 
much new light on the causes of unemployment or suggest entirely 
new methods of dealing with it. The main conclusions and 
recommendations of the second U.P. committee are summarised 
below. 

Generally speaking, graduates in mining and metallurgy and 
in chemistry, products of technical institutes and bachelors of 
commerce are able to find employment. There is much unemploy- 
ment in the medical profession, due to the tendency of medical 
practitioners to congregate in big towns. Doctors should be en- 
couraged to settle down in rural areas in larger numbers. 

The profession of law is over-crowded. Lawyers may be 
divided into two classes, counsels who will appear in courts of law 
and others who will apply themselves exclusively to the drafting 
of legal documents. 

I The new professions which may be created or developed are, 
‘pharmacy, dentistry, accountancy, architecture, librarianship, 
'insurance work, secretarial work and journalism. 

The rules regarding the age of retirement in Government 
service should be rigorously enforced. 

For those who have no connection with land, colonisation 
schemes possess little attraction. Subsidiary industries as fruit- 
growing, dairy farming, market gardening, floriculture, seri-culture, 
poultry, caiming, pisci-culture, spinning and weaving, carpet- 
making, clay-modelling, rope-making, pottery, cattle-breeding, may 
attract some young men, provided they are adequately trained for 
the purpose and financed. The Committee favoured a scheme 
for helping educated young men in starting small industries. 
Technical education should be encouraged, but at the same time 
it is necessary to create an agency for establishing young men in the 
new careers. 

The work of diesc Provincial Committees has shown both the 
complexity and gravity of the problem of educated unonployment. 
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In a sense the solution is easy. If the supply of graduates 
exceeds the demand, by raising the cost of obtaining Degrees, the 
number of graduates may be easily reduced. Equilibrium between 
supply and demand will be thus restored. 

If matriculates are unemployed because they have left their 
ancestral callings, let them return to their ancestral callings. Let 
them realise the dignity of labour and learn to love agriculture. 

But why do young men seek to earn a living through education ? 
Why do they leave their ancestral callings? m.> 

The increasing competition of machine-made goods has, in its 
successive decade, I'educaithe proportion of the population depend- 
ent on ‘ Industry Industry supported a higher percentage of the 
population in 192! than in 1931, in 1911 than in 1921, and in 
1901, than in 1911. The development of factory industries has 
created more unemployment than employment. For ten hand- 
workers who have lost their occupation on account of growth of 
imports or Indian machine competition, perhaps one or two have 
found work in factories. This tendency cannot be reversed by 
preaching sermons on ‘ the dignity of labour or by the opening of 
industrial schools or technical institutions where hand-workers are 
trained. 

Sons of zamindars and others connected with the land seek 
education in the hope of entering a more lucrative profession. With 
the decline of industries the proportion of the population dependent 
on the land has steadily increased. Agriculture is already support- 
ing too many people, and unless methods of agriculture are radically 
changed, enabling the yield of land to be enormously increased 
(which is impossible under the existing system of land-ownership) 
little is to be gained by increasing the pressure on agricultural 
resources by settling the educated unemployed on the land. 

Further, over large parts of the country agriculture has ceased 
to be remunerative. At the present time, in the Punjab, which is 
agriculturally more advanced than other provinces, the peasant does 
not earn more than 75 rupees a year from cultivation; probably he 
earns much less. Sons of zamindars seek Government employment 
l^cause jt is better to be a peon than a peasamt 
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It would be foolish not to follow the example of Ministers of 
South Africa and leaders of the Opposition, if one possessed estates 
of 500 acres or more. But when the average amount of land per 
cultivator is little more than six acres, and net income per acre 10 
or 12 rupees, the agriculturist is compelled by dire necessity to seek 
non-agricultural means of livelihood. No solution of the problem 
of unemployment is therefore to be found in such devices (however 
conamendable in themselves) as giving a rural bias to education, 
nature study in villages, development of rural games and pastimes, 
or increasing the attractions of village life by the provision of social 
amenities in the shape of clubs and libraries. 

We are confronted with a hopeless situation. Year after year 
we are adding to the number of unemployed matriculates and 
graduates, destined to lead a life of misery and starvation. Year 
after year this waste of money and effort must continue. We are 
presenting to the world the unedifying spectacle of a huge waste of 
productive power, which, if properly organized and directed, might 
enrich the country. 

Th ere is one and only one solution of the problem of educated 
unemployment: economic plann ing . The existing situation is entire- 
ly due to laissez faire in education. 

It may be argued that education is concerned with the forma- 
tion of character cind that it has nothing to do with economic aims 
or policies. 

Even if the chief eum of education is the moral or intellectual 
perfection of the youth of a country, this aim is not realised by the 
present educational system. Unemployment degrades young men 
both morally and intellectually. 

In a poor country education cannot be an end-in-itself. 
Educational ideals suitable for British universities are of little use 
here. 

It is recognized by every one that the present literary education 
has failed. The advantages of technical education were empha- 
sized by all Committees on unemployment. 

But planless technical education will not reduce the number 
of the unemployed — ^it may increase them. Before creating technic- 
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ians, we must create the industries which will employ them. How 
are these industries to be created? 

It may be argued that our industrial output is expanding. In 
course of time the existing industries will grow bigger and new 
industries will be established. The problem of unemployment will 
thus be automatically solved. 

This is an argument for doing nothing at all. 

A planned economy for India will aim at industrialising India 
within a given period. There is at least one excimple of a country 
which achieved a miracle in this sense. t , ^ / 

Educational planning must necessarily form an integral part 
of economic planning. Its object will be to use education as a 
means for augmenting the production of wealth. 

The problem of unemployment is easy of solution when the 
authorities who direct the economic development of a country also 
control the quantity and quality of technically skilled labour. They 
know what goods are to be produced and the means of producing 
them. If the supplies of trained labour are inadequate, they train 
more labour. Supply is thus adjusted to demand. There can be 
no unemployment unless mistakes are made in estimating demand, 
and more labour is trained than is actually needed. 
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TRANSPORTATION TRADE TARIFFS 



CHAPTER IX 


RAILWAYS 


The chief matters of interest in connection with railway 
administralion and policy in recent years are ( 1 ) tlie transfer ' of the 

East India and the Great Indian Peninsula Railways to State 
management, (2) the separation of railway finance from the general 
finances of the country, and (3) the adoption of a policy of Indian- 
isation of railway services. 

The question of the future management of Indian railways 
was considered by the Acworth Committee of 1920-21 but, 
unfortunately, the recommendations of the Committee on the subject 
were not unanimous. The President and four of the members re- 
commended State management and the other five members manage- 
ment by Companies domiciled in India. In February, 1923, how- 
ever, when the question of the future management of the East India 
and Great Indian Peninsula Railways was debated in the Legislative 
Assembly, the non-official Indian members were able to carry a 
resolution recommending the placing of the two lines under State 
management at the close of their contracts. This heis been done, 

' but the po^iicy of State management of railways has not been accept- 
ed Jby Government. The Government view is thus explained in 
:.,the Railway Administration Report for 1922-23: “Tire Govem- 
ihept of India, however, expressed themselves as being so convinced 
'1^ the"* almost universal failure of this method [State management] 
,in pther countries that they proposed, while accepting the necessity 
for taking over the management of the East India and Great Indian 
l^eninsula, Railways, to continue their efforts to devise a satisfactory 
fprrh of Company domiciled in India to take these Railways over 
eventually on the basis of real Company management ” (para 14). 

Real Company management is, however, impossible in India. 
"A Company can effectiv^y manage a concern when the money , 
inyesfed is its own ^ and when it enjoys unSviaea responsibility for 
management. In the case of the more important lines, however, the 
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greater part of the capital was found by the Government The 
Government is the real owner, and it cannot hand over its property 
to a Company to be managed as the Company pleases. 

Company management under Indian conditions means a 
division of responsibility which does not make for efficiency. It 
may be possible to show that Company management has succeeded 
in other countries and that State management has failed, but there 
is general agreement in India with the view expressed by the Govern- 
ment of India in a Despatch to the Secretary of State, that there is 
really nothing to choose between a Company managed line in this 
country and one under State management.”* 

Further, Indian public opinion is overwhelmingly in favour of 
State mcmagement, and Indian opinion on such a question is entitled 
to weight. 

The dissenting members of the Acworth Committee mention, 
as one of the grounds which lead Indian opinion to desire State 
management, the belief that the employment of Indians in the higher 
grades of railway service will be better secured under State than 
Company management. This is not the strongest argument in 
favour of State management, but still it is an argument which can- 
not be ignored. On the 1 st April, 1 924, the percentage of Indians 
employed on the East India, Great Indian Peninsula and North- 
Western Railways was as follows: 


Percentage of Indians to 
the total number of 


G. L P, R. N. Wt R. (Government) 


Officers 

Subordinates 


When we remember that it is with money secured on Indian 
taxation that Indian railways have been almost entirely built, it is 
scandalous that for purposes pf_ higher appointments the railways 
should be treated as practically a monopoly of Europeans; the 
desire to place Indiein reiilways under State management so that 
Indians shoxild have better opportunities of employment in the higher 
grades of railway service is a prefectly legitimate desire. 

■ ' ^ Acwofih Report, ■ 2^* - ' 
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It has been pointed out above that the Government have not 
accepted the principle of State management of Indian railways. 
When, however, the question of separating railway finance from 
general finances was discussed in the Assembly in September, 1924, 
the following agreement was reached between the Government and 
the Assembly. 

“Government undertook that the arrangements for separation should 
hold good only so long as the East India Railway and the Great Indian 
Peninsula Railway, and the existing State managed railways, remain under 
State management; that no negotiations for the transfer of any of the railways 
to Company management should be concluded until facilities had been given 
for the discussion of the whole matter in the Assembly; and that, further, 
if any of the above railways were transferred to Company management, the 
Assembly should be at liberty to terminate the arrangements for separation.”^ 

The separation of the railway budget from the general budget 
was unanimously recommended by the RKsilway Committee. 
“ We do not think,” they said, “ that the Indian railways can be 
modernised, improved and enlarged so as to give to India the service 
of which it is in crying need at the moment, nor that the railways 
can yield to the Indian public the financial return which they are 
entitled to expect from so valuable a property, until the whole finan- 
cial methods are radically reformed. And the essence of this 
reform is contained in two things: — (1) the complete sepciration 
of thfe railway budget from the general budget of the couiitry, and 
its reconstruction in a form which frees a great commercial business 
from the trammels of a system which assumes that the concern goes 
out of business on each 31st March and recommences de novo on 
thd 1st of April; and (2) thp emandpation of railway management 
from the control of the Finance DeparUnent.” 

Under the old system the net receipts from the State railways 
(worked by State and by Companies) formed part of the general 
revenues of the country, out of which^allotments, varying from year 
to year, were irmde for capital explmditure. The Mackay 
mittee of 1907 emphasized the nee^! For adopting a steady annual 
t:,ate of capital expenditee which could be maintained even m times 

^ Railway Admmisiraiwn ReporL 1924-25, para 5* 
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of difficulty, and they suggested Rs. i8’75 ci'ores as a standard. 
But the following figures show that actual capital expenditure 
generally was much below the standard recommended by the 
Mackay Committee: — 


Lakhs. 

Capital Programme, Lakhs of Rupees. 

1908-09 

.. 15.00 

1909-10 

.. .. 15,00 

1910-11 

.. 16,30 

1911-12 

.. .. 14,25 

1912-13 

. . 13,50 

1913-14 

.. 18,00 

1914-15 

. . 18,00 

1915-16 

. . . . 12,00 

1916-17 

4,50 

1917-18 

.. 5,40 

1918-19 

6,30 ‘ 

1919-20 

. / .. 26 , 55 ^' 

1920-21 

.. 21 , 98 " 

1921-22 

1 7,82 


- ■ ; . ■ - ^ 

The stoppage of railway development during the War was 
inevitable, but even in pve-War years the allotments were below 
the standard recommended by the Mackay Committee. The con- 
sequences to the railways of this policy were serious: “ There ate 
scores of bridges with girders unfit to carry train-loads up to modem 
requirements; there are many miles of rails, hundreds of engines, 
and thousands of wagons whose rightful date for renewal is long 
over-past.”* 

■ The main objection to the old system was that the whole of 
. the excess of railway revenue over expenditure in years in which 
expenditure was low was utiiisel for the general purposes of the 
Government, and no reserve was kept for the railways. 

^ Acieorth Report, para, 68. 
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The Acworth Committee unanimously recommended that the 
whole of railway receipts, after paying the working expenses and 
interest on capital borrowed by the State for railway purposes, 
should be at the disposal of the railways, to be devoted to new 
capital requirements (whether directly, or as security for new debt 
iricurred) or to reserves, or to be utilised in the form either of reduc- 
tion of rates or improvement of service,/ 

With effect from the year 1924-25 the railway budget was_ 
separated from the general budg et - binder the convention adopted 
by the Assembly in September, 1924, the railways make a fixed 
contribution to the general revenues equal to 1 per cent on the 
capital at charge of commercial lines plus one-fifth of the surplus 1 
profits of the penultimate year. In addition to these payments the 
railway revenues have to pay one-third of the excess over 3 crores 
of any surplus remaining to the railways after the payment of the 
fixed contribution as explained above. 

The interest on the capital at charge of, and the loss in working 
strategic lines is borne by the general revenues. 

' ■ i' V' 

( ' 

• , b. . Government and Indian Railways 

Of the important railway lines, five are owned and worked by 
the State ; five are owned by the State but worked on its behalf by 
Companies enjoying a guarantee of interest from the Government;^ 
two, important linesf and many others are owned by private 
Companies, some of which are worked by the Companies, while 
others are worked by the State or by the Companies which work 
State-owned systems ; several minor lines are the property of District 
Boards, or enjoy a guarantee of interest by such Boards. 

Over all lines in British India, however, the Government of 
India exercise general powers of control; they have also a financial 

^ The North-Western, Eastern Bengal, East India (amalgamated with the Oudh and 
Rohilkhund Railway from- the 1st July, 1925) and Great Indian Peninsula and Burma 
Railways are owned and worked by the State. The Bengal-Nagpur* Assara-BengaL 
Bombay Bardoa and Central India, Madras and Southern Mahratta, and South Indian 
Railways are owned by the State but worked on its behall by Companies. 

*1* The Bengal and North-Western and Rohilkhund and Kumaon Railways. 
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interest in aii Railway Companies in British India, and a pre- 
ponderating interest in most of the important railways. 

Railway construction started in 1849 when a contract was 
made with the East India Railway Company for the construction 
of an experimental line of 100 miles from Calcutta to Mirzapore 
or Rajmahal, the East India Company guaranteeing a return of 
5 per cent on the capital invested; a similar contract was made 
in the same year with the Great Indian Peninsula Railway for a 
line from Bombay to Kalyan. The question was considered 
whether railways should be constructed by the State directly, but 
Lord Dalhousie held the view that railway construction was not one 
of the functions of government, and in 1854 the policy of entrusting 
the work to Companies enjoying a guarantee of interest was adopted. 
Contracts were made with several Companies between 1854 and 
1 860 by which the East India Company (or the Secretary of 
State), besides providing land, guaranteed interest on the capital 
at 41/2 to 5 per cent, according to the prevailing market rate of 
interest) ; it was also agreed that half of any surplus profits earned 
was to be used towards repaying the Government any suras by 
which it had made good the guarantee of interest; the remainder 
was to belong to the share-holders. The railways were to be held 
by the companies on leases terminating at the end of 99 years, but 
the Government reserved to itself the right of purchasing the lines 
after 25 qr 50 years. 

'QF..£\i3U^?tlltojLsysteai. did not prove very economical, and in 
1862 an attempt was made to promote railway construction by 
means of subsidies, instead of a guarantee of interest. The system 
was further developed in 1864. The subsidy took the form of an 
annual payment for 20 years at a rate not exceeding £100 per mile 
of line, with an addition in respect of bridges costing more than 
£10,000. The subsidies, however, failed to attract capital; the 
two unguaranteed companies that had been formed in 1862 were 
later given a guarantee of interest. It was recognised in 1 869 that 
unguaranteed Companies could not be expected to play any im- 
portant part in the development of Indian railways. 

Tw;o changes were now made in the Government policy in 
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regard to railway construction. (1) It was arranged with some 
of the most important of the guaranteed Companies that half of 
the' surplus profits for each half-year should be the property of 
the Government. This was a more profitable arrangement from 
the point of view of the Government than the old provision regard- 
ing the division of surplus profits. (2) The Government decided 
to construct railways itself. For several years after 1869 no fresh 
contracts with guaranteed companies were made except for small 
extensions. 

By the end of 1879 India had 8,303 mil^s of railway, of 
which 6,128 miles had been constructed by Companies at an 
approximate cost of £97,872,000 and 2,175 miles by the State at 
a cost of £23,695,226. 

In 1880 the Strachey (Famine) Commission urged the 
necessity of a rapid extension of the railway system. In view of 
the difficulty of borrowing large suras directly by the State for the 
purpose, the Commission recommended a re-trial of the guarantee 
system under conditions more favourable to the Staled Several 
Companies were formed after 1880 w’ith a guarantee of interest, 
but in each case the terms of guarantee given to the Companies were 
more favourable to the Govfsrnment than in the case of the first 
guaranteed Companies. For example, the Government guaranteed 
4 per cent interest to the Indian Midland and Bengal-Nagpur 
Railway Companies, but the Secretary of State was .entitled to 
three-quarters of the surplus profits in excess of all interest charges. 

The Government has freely exercised the right that it had 
reserved to itself of terminating the contracts of the railway 
Companies. In some cases the lines purchased have been transfer- 
red to State management (the Eastern Bengal, the Oudh and 
Rohilkhund, and Sind Punjab and Delhi lines for example). In 
other cases the lines were acquired and placed under the manage- 
ment of other Companies with which they were amalgamated (the 
Madras and the Indian Midland lines) ; in still other cases the 
old Compeiny management was allowed' to- continue but more 
favourable terms were secured for the State by the reduction of the 
amount of the Company’s capital, reduction of the rate of guaranteed 
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interest and modification of the clauses relating to the division of 
the surplus profits. This method was adopted also in the case of 
East India and the Great Indian Peninsula Railways, besides other 
lines, but these two lines, on the termination of their contracts in 
December, 1924, and June, 1925, were transferred to State 
management* 

The total mileage open to traffic at present is about 43,000. 

Organisation for Government Control 

■ , ' 'The formation 'of a Railway _Board was' lecommeaded in 1903*; 
by .Sir Thomas Robertsoa who ‘had been appoiEted by the Secretary/- 
of Sta'te -in Council as Special Commksioner for , Indian Railways ' 
Jo . enquire .mto arid report on the admimstradoii ' and ■ working of 
Indiaa railways. The. Railway Board came into, existence in 1905. 

If was made subordinate and- directly , responsible to the. Government " 
of India m^ the Department of Commerce, and Industry. . 

-v '- On the recommendation .of the Mackay Committee on- Railway 
Finance of 1907,' the .Board' was made independent' of' the Depart- 
merit of Commerce and Industry, , though it remained under the 
administrative charge of the .Member, Commerce and Industry 
Department, as the Railway member. 

^ The relatians between Government and the guaranteed Companies now working 
railways may be summarised as follows:— 

The lines that they work are "the property of the State, 

The greater part of the capita! is the property of the Government, either through 
having been originally supplied by it or through the acquisition by the Government of the 
greater part of the Companies* interests on the termination of old contracts. 

When funds are required for further capital expenditure, the Government has the 
option either of providing them or of calling on the Company to povjde them. The 
Company receives guaranteed interest at a fixed rate on its capital; and similar payments 
out of the earnings are made to the Government. If, after these have been made, surplus 
profits remain, they are divided between the Government and the Company in the various 
proportions provided for by the contracts. The Company’s share is in all cases only a 
small fraction of the Government’s share. 

Ail the contracts, except one, which is for a fixed term of 25 years, are terminable 
at the option of the Secretary of State, at specified dates; and on termination the 
Company’s capital is payable at par,, (except in the case of the East India Railway 
Comany, which is for special reasons to receive a terminable annuity instead of a cash 
pa3nnent). » ' i 
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The Acworth Committee recommended the creation of a new 
Department of Communications responsible for railways, ports and 
inland navigation, road transport and post and telegraphs under a 
member of Council in charge of Communications, assisted by a 
teclanical staif consisting, on the railway side, of a Chief Commis- 
siomer and four Commissioners. The recommendations of the 
Acworth Committee were not accepted in their entirety by the 
Government, but the old Railway Board has been reorganised. 
The present Railway Board consists^ of a Chief Commissioner as 
President, a Financial Commissioner, one Member, 4 Directors, 
5 Deputy Directors, 1 Secretary and 1 Assistant Secretary. 

The guiding principles in the development of our railway 
system have been two; humanistic and Imperialistic. 

" The. Atimiiiislrafive .c'onfroi exercised .by the\ Government, over thc' Corapanies is .: as 
follows; — ' ' " " 

The Company is bound to " keep the .line in good repair,, jni good working co.iiditio'n, 
and folly supplied with rollmg-sfock, . plani, and machinery; - to -keep the roiling stock 
gcMxi repair and ..in., good -working condition;- and to .■maintain a sufficient . staff- .for^ .'tlie' 
purposes of the^ line ;-. all . to the . satisfaction of the Secretary .of State. . . ■' 

- The Secretary of State... may require., the'- Company to carry out any . alternation ..or. 
iimprovement, in the liiie,. or in the working, that he may drink necessary for the safety of 
the public or for the effectual working of the line. 

The Secretary of State may require the Company to enter into agreements, on reason- 
able terms and conditions, with tho administration 'of' adjoining railways for the exercise 
of rmning powers, for the supply to one another of stjrpjus rolling-stock; for the inter- 
change of traffic and rolling-stock and the settlement of 'through rates, and for additions 
and ' alterations to, or the redistribution of existing _ accommodation in junctions or other 
stations in view to their convenient mutual use. < • , . . 

the train services to be such as the Secretary of 'State may require. In order to 
secure a general control over the rates by Companies the Secretary of State has 
retained power to settle the classification of goods and to authorise maximum and minimum 
rates within which the companies shall be entitled -to charge .the public for the conveyance 
of passengers and goods of each class. 

. The Company has to keep such accounts as the Secretary of State may require, and 
these are subject to audit by the Secretary of State. 

In /all other matters relating to the line, the Company is made subject to the super- 
vision and control of the Secretary of State, who may appoint such persons as he may 
think proper for the purpose of inspecting the line, auditing the accounts, or otherwise 
exercising the power of supervision and control reseved to him. In particular, the Secre- 
tary of State has the right to appoint a Government Director to the Board of the Company, 
with a power of veto on all proceedings of the Board. All the monies received by tSie 
Company in respect of tlie undertaking, whether on capital or revenue account, have to 
he paid over to the Secretary of State. (Appendix A. to Railway Administration Report.) 


INDIA BEFORE AND SINCE THE CRISIS 


The railway is an important means of famine protection. The 
heavy mortality in famines in the pre-railway days was principally 
due to the difficulty of moving grain to the famine-stricken areas. 
The difficulty has been largely overcome by means of the railway. 

We have also seen that it was at the instance of the Famine 
Commission of 1880, which estimated that at least 5,000 
miles were still necessary to protect the country from famine, that 
a more energetic policy in regard to railway construction was ^ 
adopted. 

In the second place, railways have helped in (a) the consoli- 
dation of political power and (h) the development of the export 
of raw produce and the import of manufactured goods. 

(n) The most economical method of building up the raiivvay 
system, as Captain Guenther Voigt points out, would have been 
to begin from the east or the west coast and to expand the railway 
net inwards. The lines already built would have helped to cany 
railway material, and the cost of railway construction would thus 
have been reduced. But railway construction was started simultane- 
ously from several points, and all considerations of costs were 
ignored. The object was to link up the three Presidencies, with a 
view to facilitating the movements of troops from one part of the 
country to another. The Mutiny had shown that in a country 
that was practically roadless the rapid construction of lines coA- ^ 
necting distant points was of the greatest political importance. This 
aim was steadily pursued, and by 1872 trains were running between 
Lahore-Calcutta, Lahore-Bombay, Bombay-Allahabad-Calcutta, 
and Lahore-Bombay-Madras. 

(b) It has been shown in a preceding chapter that till recently 
no attention was paid by the Government to the development of - 
Indian manufacturing industries. We 'have also seen that even 
at the present time our exports .consist mostly of raw products and 
imports of manufactured goods. Railway policy has stimulated^ 
this development. The Indian Industrial Commission drew atten? 
tion to the , favourable rates for raw produce moving to the poiis 
and irnpprtra ffianifactur!^ up-country from th^^ 

'ports. ^raje^ has. been T p. discourj^gp_ ' 

f J.V ^ -I'' .''I I;,' ? . A 4.. 1 .1 T I I 


As ak example the Industrial 
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Commission quoted the case of hides : the port rates were 50 per 
cent less than the internal rates, which discouraged Indian tanning. 
“ It would be easy to support the statements made above,” the Com- 
mission added, “ by numerous instances; but the facts are generally 
admitted.”* 

I . The result of railway policy has been the congestion of 
mdustries in port tovtus. The Commission, with the object of 
, epcouraging the diffusion and decentralisation of industries, recom- 
; mended the adoption of the principle in railway rating that 
I ” internal traffic should be rated as nearly as possible on an equality 
I with traffic of the same class over similar distances to and from 
; the ports.”! 

{ .Complaints were made not only to the Industrial Commission 
I but to the Acworth Committee and the Fiscal Commission that 
' Indian mdustries had to pay unfair rates both on their raw materials 
i transported from other parts of India and on their manufactured 
articles despatched to the various markets. As may be expected 
i ...the railway authorities believe that the complaints are largely un- 
founded, The Fiscal Commission thought otherwise.* 
j ^ Our railway system has not developed naturally, like the 

I English system, according to the requirements of internal trade and 
indptry. According to Captain Guenther Voigt, the colonial 
relation between India and England furnishes the key to Indian 
N railway policy in the past as well as the present.! 

‘I Indian Railways in the Depression 

• J In the period of 5 years ending 1928-29 the average annual 
'4 contribution of the railways to the general revenues was about 
5 In this period the net revenue of the railways exceeded 

the interest charges each year by 9% crores on ein average. In 
the year 1929-30, net revenue was still greater than interest-charges, 

* Report, para, 271. 

J . t Report, para 272. 

^Report of Fiscal Commimpr), para 127. 

, f Staat md Eumhahnweun in British'' Indkn, reosarts {juliw 

Berlin, 1925). 
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but only by 4,04 lakhs, and therefore the contribution to the general 
revenues of 6,12 lakhs was paid by drawing on railway reserves 
for the difference. From 1930-31 to 1936-37 interest charges each 
year exceeded the net railway revenue. The railways paid a con- 
tribution of 5,74 lakhs to the general revenues in 1930-31 ; nothing 
after that until 1937-38. 

The following table shows the financial position of the rail- 
ways in certain years; 


Year 

Net Revenue. 

Percentage of 

Interest 

Percentage of 

Surplus (-)-) 



net revenue 

charges. 

interest charges 

or 



to capital , 


to capital 

deficit ( — ) 



at charge. 


at charge. 


1924-25 

37,06 

5-8 

23,90 

3-5 

+ 13,16 

1927-28 

38,12 

5-3 

27,27 

3-8 

+ 10,85 

1930-31 

27,53 

3-5 

32,72 

4-2 

-5,19 

1931-32 

23,87 

30 

33,07 

4-2 

-9,20 

1932-33 

22.68 

2-9 

32,91 

4-2 

-10,23 

1933-34 

24,62 

31 

32,58 

4-1 

-7,96 

1934-35 

26,74 

3-4 

31,80 

40 

-5,06 

1935-36 

27,40 

35 

31,39 

4-0 

-3,99 

. 1936-37 

32,02 

4-1 

30,81 

4-0 

+ 1,21 

\ tUf -ifo 4 m 

It is seen that the net revenue 

} 

was lowest in the year 

"+476 

1932-33, 

and the deficit highest 

in the same year. 

With the improvement 


of trade the position of the railways gradually improved, but it was 
only in the year . 193.6:3 Z that the railways could show a surplus. 
The year 1937-38 brought increased prosperity to the railways. 
Gross traffic receipts in 1937-38 exceeded the figure for 1936-37 
by over 3 crores. After meeting all charges, including deprecia- 
tion and interest on capital at charge, the net result of the working 
was a gain of Rs. 276 lakhs in 1937-38. 

The surplus fell to 201 lakhs in 1938-39, but for 1939-40 a 
surplus of 213 lakhs is anticipated. 

At the Old of 1936-37 the unliquidated liabilities of the rail- 
ways amounted to 61 crores, of which 30|/4 crores represented the 
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amount borrov/ed from the depreciation fund and 30^4 crores un- 
paid contributions to general revenues: 

Loans from Depreciation Unpaid contributions to 



Fuad. 

general revenues. 


Crores. 

Crores. 

1931-32 .. 

4-25 

5-36 

1932-33 .. 

1023 

5-23 

1933-34 .. 

7-96 

5-21 

1934-35 .. 

506 

5-04 

1935-36 .. 

3-99 

4-99 

1936-37 .. 

-1-21 

4-91 


3028 

3074 


i ■ 

I ' ■ ' ' ' ' ' " ■ ' ■ '' ' ■ 

I The railways have taken steps to improve earnings and reduce 

1 ^ working expenses, the most important of the steps being: the intro- 

duction of cheap fares to stimulate traffic particularly in competitive 
areas and special reductions in freight rates for parcels auid goods 
tTciffic; improvement of arrangements for booking traffic by the 
organisation of street collection and delivery of parcels and goods 
j in some of the larger towns; formation of research organisations on 
‘j certain railways to encourage the development of new traffic; to 
assist in the development of areas and to organise special tours etc. ; 

: reduction of expenses through the pooling of railways resources at 
certain joint stations and in other ways; and mechanical improve- 
ments, e.g., pooling of locomotives, obtaining increased mileage 
I from engines and condemning engines and railway stock without 
I replacement. 

I The railways obtained the services of Mr. Pope, of a British 

i Railway, to ascertain whether further economies were possible on 
I the Indian railways. As a result of Mr. Pope’s visit, small 
, organisations have been created on the more important railways to 
conduct detailed investigations known as ‘ job analysis.’ These 
investigations cost money, but are the means of effecting economies 
much greater than the cost. In addition, Mr. Pope suggested 
directions in which railway earnings might be increased, viz., 
improved publicity work; increased efforts of salesmanship; closer 


INDIA BEFORE AND SINCE THE CRISIS 


study of exports, imports and markets; and more elasticity in the 
quotation of rates and fares. 

Rail-Road Competition 

Motor transport has developed rs^idly since 1925-26. In 
that year the number of omnibuses imported was 6,343. The 
number rose to 15,306 in 1929-30. It fell thereafter and was 
smallest in 1932-33, 2,676. With the improvement of trade it 
srose to 9,973 in 1934-35 and 15,077 in 1937-38. At first competi- 
ticm with the raulways was confined to short distances. But 
recently motor buses are carrying both passengers aind goods ovor 
;long distances as well in direct competition with the railways. 

The competition is keenest over short distances and according 
to the railways, unfair. It must be uneconomical for motor buses. 
For example, passengers are carried to Amritsar for 4 annas, which 
is equal to about l |/2 pies per mile. It has been calculated that 
economical fare for buses is about 5 pies per passenger mile, and 
this is the rate charged by them where is no competition. 

Some time ago the whole question was examined by a small 
expert committee. The committee on the whole agreed with the 
railways that public motor vehicles were not adequately inspected, 
that they were systematically over-crowded, that the motor transport 
industry was subject to no Hours of Work rules, that the drivers 
of motor vehicles were not so carefully exeunined as to their cap- 
abilities like the railway curating staff, that the same attention was 
not paid to accidents to public motor vehicles as to railway accidents, 
and that the motor transport industry was not subject to obligations 
such as those imposed on the railways by the Railway Act. 

Control over motor v^icles has been made stricter, but imfair 
competition continues. 

The utility of buses where railway service is inadequate is 
obvious. “ But ”, wrote the Committee, “ where the advantage 
of motor transport over the railways is cmly slight, the community 
ciiJttnot, at i the present stage, afford both” (p. 24). One must 
agree with the Committee that both rail and road transport have 
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their appropriate field. The problem is that of confining each to 
that field, and that has not yet been solved. 

It has been suggested that a motor bus service should not be 
allowed to run in direct competition with the railway, or that no bus 
should be allowed to start, say, within two hours before or after the 
depyarture of any train. That might suit the railways but it would 
not suit the motor bus service. It must also be admitted in spite of its 
inconveniences, the motor bus service is of real use to the poorer 
classes of the travelling public. It is also due to the new com- 
petition that the railways are paying more attention to the comforts 
of III class passengers than they ever did before. 

Sir Thomas Stewart, in introducing the railway budget for 
1939-40 explained the railway rate policy under the new conditions 
of rail-road competition. In particular areas the railways are 
compelled to quote special rates, but it is not possible for the railways 
to meet road competition by a reduction of all rates. Railway 
rates are based largely on the principle of ‘ what the traffic can 
bear ’ ; “ The position of the railways was roughly this, that what 
we lost on the roundabouts, we make up on the swings.” The 
traffic as a whole pays the cost cis a whole. But road competition 
has ‘ disturbed the harmony and balance of the railway rate 
system.’ The new competitors ‘ own swings but contract no losses 
on the roundabouts.’ The situaticm ceinnot be met by a general 
reduction in all rates. Railway rates in India are low, ‘ the average 
rate per ton being the lowest in the world.’ Another point which 
Sir Thomas Stewart made is that the profits earned by the railways 
do not enrich any private capitalist. They go into central revenues 
and are utilized to give relief to the general tax-payer and to 
assist provincial administrations. 

In the rail-road competition, the railways enjoy two 
advantages. First, they are largely State-owned or State controll- 
ed, while road transport companies are in private hands. Secondly, 
railways have proper sites for their tracks which are, in general, 
in excellent condition. For motor traffic there is not only an inade- 
quacy of roads, but such roads as exist are ‘ of a deplorably low 
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standara.’ In the opinion of experts if “ India’s 300,CKK) miles 
of road were re-ccnstructed on the model of the great German 
Reichsutobahnen (motor roads), motor transport would destroy rail 
transport within a decade " (Capital Jubilee No., 1938, p. 109). 



CHAPTER X 


FOREIGN TRADE AND TARIFFS 

The foreign trade of a country is a very good index of the 
economic activitjes of the people. Agriculture is the main occupa- 
tion of the people of India: this is shown not only by the occupa- 
tional census but by the character of our foreign trade. 

The following statement shows the proportion of articles 
mainly or wholly manufactured to our total imports and exports in 
certain years: 



Mfd. 

Imports 

Crores 

Total 

Imports 

Crores 

Per 

cent 

Mfd. 

Exports 

Crores 

Total 

Exports 

Crores 

Per 

cent 

1928-29 

.. 180 

253 

71 

90 

330 

27 

1931-32 

.. 84 

126 

66 

43 

156 

28 

1934-35 

. . 98 

132 

74 

39 

151 

26 

1935-36 

. . 99 

134 

74 

42 

161 

26 

1936-37 

.. 92 

125 

74 

50 

196 

26 

1937-38 

.. 108 

173 

62 

55 

181 

30 


The figures for 1937-38 are exclusive of Burma. 

The character of our foreign trade is evident from these 
figures. Jute manufactures represent more than half of the total 
value of mcinufactured exports. 

While both imports and exports have much increased during 
the past sixty years, their general character has remained unchanged. 

The character of our foreign trade in the 16th and 17th: 
centuries was essentially different. The bulk of the exports con-: 
sisted of cotton manufactures ; the imports chiefly consisted of gold; 
and silver, a few articles of luxury and fancy goods meant for the; 
rich, and spices. 

Let us first consider the imports. In his Remonstrantie of 
report on Surat, dated 22nd October 1615, Pieter Gielis van 
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Ravesteijn gives an interesting list of articles imported for Akbar 
from England. His object was to indicate to the authorities in 
Holland the nature of the demand for foreign goods at the Gjurt. 
The list includes fine swords and knives which will cut through 
iron; satin and velvet of various colours (“but no black,” for Van 
Ravesteijn thought they could not be sold at a profit) ; fine woollen 
cloth, green, yellow and crimson; 3 or 4 pieces of men’s and 
women’s clothing, each of a different fashion; all kinds of oil 
paintings, landscapes as well as portraits; a small quantity of 
perfumed leather; mirrors of full man’s size; parrots, cockatoos 
and other pet birds; Japanese weapons; ornamented copper candle 
stands ; ornamented, genuine glass, and table service inlaid with 
gold; 3 or 4 watches (hour-glasses) of metal and crystal; breast 
plates, arms such as spikes, and matchlocks. 

And Van Ravesteijn added: “ Various other curiosities, not 
of great value, would be welcome, and 5 or 6 good sleuth-hounds 
and some powerful hunting dogs, who would not be afraid of 
fighting leopards cind tigers”^ 

The imports into the principal ports on the Coromandal coast, 
viz., Tegnapatam or Pulicat, Petapoly (Nizampatam) and 
Masulipatam, where the Dutch had factories, were as follows: 
pepper; mace; nutmegs; cloves; sandalwood; aloes-wood; lead; 
sulphur; alum; raw silk from Aitchyn and from China; twisted silk 
from China; silk manufactures “but little in demand”; musk; 
Vermillion; quicksilver; camphor from China as well as from 
Borneo (but tKe latter was most in demand) ; tin; crimson woollen 
cloth; crimson kerseys; Chineese rolled daunask; Chinese gold wire; 
tinsel; tortoise-shell; rubies; Chinese lacquer-work and some fancy 
goods. There was some demand for porecelain in Petapoly, 
which is explained by the presence of Persian merchants “ who 
eat from porcelain-ware, but not the Hindus.” ^ If we add gold 
and silver, aind horses from Iraq and Arabia, we have a fairly 
complete picture of imports into India three or four centuries ago. 

^Terpstra, ^eafer^Bjarficren, 215. ^Schorer's account of the Coromandal coast 
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It will be seen that with the exception of spices and one or 
two other articles, the imports chiefly consisted of articles of luxury 
meant for the rich. According to Moreland, “ the masses of 
Indian consumers were too poor to buy imported goods.”® But 
the masses of consumers, whether in India or elsewhere, are always 
too poor to buy imported articles of luxury. The character of the 
import trade is explained by the self-sufficient character of India 
of the past. The terrible machines which have transformed 
European industry and ruined Indism weavers and other hand- 
workers, had not yet been invented, and our craftsmen were 
imbeaten in their art. 

It has been said above that cotton goods formed the bulk of 
our exports in the 16th and 17th centuries. O)tton weaving was 
one of the main occupations of the people, and as an industry it 
Wcis even more important than agriculture, for while agriculture 
supplied the needs of the population (exports of agricultural produce 
were for the most part unimportant) , the cotton industry produced 
cloth not only sufficient to clothe the masses of India but for export. 

The whole world was a market for the products of this national 
industry. 

Cotton weaving is a very ancient Indian industry. From the 
accounts of the Greeks who accompanied Alexander the Great 
on his expedition to India it appears that the art of weaving was 
highly developed in India in the 4th century before Christ, and 
produced the finest goods.* Cotton goods were exported to Greece 
were they were known as Gangetika.® From very early times 
then, down to the 16th and 17th centuries, the industry continued 
to grow and prosper ; nor did its growth and prosperity cease under 
the Moghul Kinga. 

The importance of the exports of cotton goods may be judged 
from the following very few references to the trade (selected from 
a great many) in the accounts of contemporary European travellers. 

Duarte Barbosa (Portuguese) thus refers to the ships from 
Cambay that he saw (1514) at Aden : ” And these ships of 

^ From Akhar lo Aurangzeh, p. 53, 

^ Lassea I. 295, (Indkche AUerthums^nde) , ^Ihid, II, 24, , t; 
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Cambay are so many and so large, and -with so much merchandise, 
that it is a terrible thing to think of so great an expenditure of 
cotton stuffs as they bring.”® 

Barbosa mentions the sacking of Mombasa by the Portuguese 
a few years earlier ( 1 5th August 1 505 ) . A fuller account based 
on original sources is given in a recent publication.^ ^'Tien the 
invaders stormed the King’s palace, they found there large quantities 
of cotton goods from Cambay which, says Huemmerich, provided 
clothing for the whole of the East African coast. 

Cotton goods were made all over India, but there were three 
great centres of the export trade. Cambay supplied places to the 
west of India; countries to the east were supplied from Coromandal 
and Bengal. The importance of exports from the Coromandal 
coast may be judged from the following statement contained in a 
letter dated June 1612 from Hendrik Brauwer (later Dutch 
Governor-General) to the Directors of the Dutch East India 
Company : “ The coast of Coromandal is the left arm of the 

Moluccas and the islands round about, because %vithout cloth 
imported from Coromandal, trade would be dead in the 
Moluccas.”® 

The demand for cotton goods made on the Coromandal coast 
was not limited to the places in the East frequently mentioned in 
the early Dutch reports, viz,, Atechyn, Priaman, Queda, Perae, 
Sumatra, Java, Malaya, Patane, the Moluccas, Banda, Borneo, 
Celebes, Solor, Boreroe, Bantam, Amboina, Siam, Pegu, 
Tenasearim, and Arakan. It was wider. A Resolution of the 
General Council at Bantam, dated 3rd December 1610, refers to 
“ cloth and other goods which have been ordered from the coast 
of Coromandal for the Moluccas, Java and the Fatherland.”® 
Already in 1610 there was a keen demand in Holland for Indian 
goods. 

In one of the earlist MS. accounts of the east coast, for the 
year 1607-08, preserved in the Dutch Records Office at the 

^ The Coasts of East Africa and Malahat^ 28. 

’'Huemmerich (Die erste rieafeche Hancielsfahrt nach Indlien, I505"(B), 61. 

® Heeres, Bijdragen, 154. ®Terpstra, Koromandah 173. 
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Hague/® there is another interesting reference to cotton goods. It 
appears that the Dutch experienced difficulty in buying red cotton 
cloth through the usual middlemen in Petapoly, the reason being, 
that the trade %vas controlled by the King of Golcanda, in whose 
jurisdiction Petapoly lay, who had agreed to supply the King of 
Persia every year for his army several thousand pieces of red cotton 
stuffs. The goods must have been exported to Persia by sea. 

Nor was the demand for our cotton goods less keen in England. 
The exports to England grew rapidly in the first quarter of the 
1 7th century, and demand v/as limited only by the want of funds. 
Indian calicoes were popular in England and replaced the more 
expensive linens imported from Holland and Germany. The con- 
versation which the Deputy Governor (Morris Abbot) and Thomas 
Mun had with King James and which Abbot reported to the East 
India Company in August 1623, is reprpcfficed in English Factories, 
1624-29.^^ The King asked “ what venf they had for the greate 
masse of callicoss [that] came yerelye. They answered that much 
of it is very useful and vendes in England, whereby the prizes of 
lawnes, cambrickes, and other linnen cloth are brought downe; for 
the rest England is now made the staple for that commoditie, which 
having first served His Majestie’s dominions, the overplus is trans- 
ported into forrayne partes in the nature of a home bredd com- 
moditie. The King approved exceedingly thereof, and said this 
was the ready way to bring treasure into his kingdome.”^^ On 
March 30, 1625, Abbot, who had now become Governor, told 
a General Court that “ the commodities of Zuratt doe vend beer 
much better than in former tymes; for example,. . 4 .callicces. . . . 
hath found such vent in forreyne partes as if the Company had 
100,000 or 200,000 peeces they wold bee uttered in short time.” 

The few extracts given above are sufficient to show the im- 
portance of cptjori goods in our foreign trade, and of the weaving 
ind ustry in givin g em ployment to our workers. 

Among other articles of export mdigo was of some importance; 
the method of its manufacture has been described by Pelsaert, 

Koi. Arch. No, %1 (Dutch Letters Received) » p. xxvi. 

Terpstra, Koromandal, 176. 
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W. G. de Jongh and Van Twist. Cotton yarn was exported from 
the Goromandal coast. In Masulipatam there was a great quantity of 
iron and steel, which also figured among the exports from the East 
coast. Among the articles of trade in Gujrat mentioned by 
Twist, in addition to cotton goods and indigo, we find opium, king, 
lac, myrobolams, gambier, drugs, precious stones, and alabaster and 
marble. Rice was exported from Bengal. 

Raw silk has been mentioned abov^ jimong imports. TTie 
Indian silk industry depended upon raw materials, and 

Gujrat was one of its important centres. Van Twist mentions 
silk, goods of various colours and designs, and goods of mixed 
cotton and silk. 

We may next briefly notice the nature of India’s balance of 
bade in those days. 

As at the present time, exports much exceeded imports in 
value. But our. favourable balance fi£, trade is now a sign of our 
debtor position. The Home charges amount to about £40 millions 
annually; this is expenditure charged to the revenues of India. 
Apart from the Home charges, there is an annual drain from India 
of profits of important industries, which are a monopoly of, or 
controlled by foreign capital. In addition, invisible inerts in the 
shape of the services of foreign shippers, bsinkers and commission 
agents have to be paid for. While the balance of trade is generally 
in our favour, the balance of payments is ageiinst us, and we pay 
our debts abroad by exporting goods greater in value than that of 
goods imported. 

Tbe demand for 

our manufactures was keen in the markets of the world, while our 
demand for the manufactures of other countries was so small as 
to be negligible. Incfian produce was. exported in Indian 
ships manned by Ijadiaa..aaiisrs, and Indians largely earned 
the profits from exchange and the provision of credit needed 
for trade. Not only the balance of trade but the balance of pay- 
ments was heavily in our favour. In other words, Indii^ wa^„a 
<lgdilm-a8ffltiy, her_^^ in silver and gold. 
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The Tariff 

In the rest of this chapter we are concernedl with the trends in 
our foreign trade during the past sixty or seventy years, and parti- 
cularly the present situation. We begin our study with the Indian 
tariff. 

Incidentally we may note that while our Moghul Kings held 
Mercantilist views in regard to silver and gold, they did not ex- 
clude foreign goods by means of heavy import duties. The general 
rate of duty on imports in the time of Akbar was ZYl cent 
ad valorem. Indian hand-industries needed no protection then and 
light duties were levied on imports for the sake of revenue. 

Under Company rule, the general rate of duty levied on 
nnports into India was 10 per cent ad valorem; almost all goods 
exported were taxed at the rate of 3 per cent. The duty cm im- 
ports was reduced to lYi per cent in 1864 and 5.-per.xent in 1875,. 
Duties on exports were gradually repealed and in 1875 only rice, 
indigo and lac were still subject to duty. 

The “reform” of the Indian tariff in accordance with the 
principles of free trade began in 1878. The duties on a great 
number of articles, including some of the coarser cotton goods, were 
remitted in that year, and in the following yesur the duties on grey 
cotton goods, except those of the finer qualities, were repealed. 

'^ |In 1882, with the exception of salt, all the remaining import duties 
I were repealed. 

The reaisons which led the Government to abolish the cotton 
and other duties were not merely economic. But at the back of 
the mi n d of our administrators was the idea that such protection 
as the tariff afforded to Indian industries was economically indefen- 
sible. Again, free trade was the policy of the United Kingdom, 
and it was thought to be wrong for India to levy duties on imports 
when the United Kingdcwm did not do so. In the Financial State- 
ment for 1878 we find the principles which governed the customs 
legislaticm of the United Kingdom, “ now admitted axioms by all 
who recognise the theoretic advantages of free trade,” held up as 
a model for India. 

Tlie abolition of cotton duties in 1879 met with strOTg opposi- 
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tion in the Viceroy’s Gsuncil; it was in opposition to the opiniwi 
of the majority of the G)uncil that Lord Lytton carried out the 
measure. 

Financial pressure compelled the Government in 1894 to re- 
impose the tariff of 1875 with some modifications. In December 
1894 a 5 per cent duty was imposed on cotton goods and yam 
imported into India, and a counteiwailing excise duty of an 
equivalent amount was imposed on cotton goods made in Indian 
power mills. Referring to the excise in his speech on the Cotton 
Duties Bill on the 17th December 1894, Mr. Westlcind (Finance 
Member) frankly admitted that he did not recommend the measure ^ 
on its own merits. The instructions of the House of Commons were 
that if the Government of India were obliged by financial necessity 
to impose a duty on cotton goods, an equivalent duty must be 
imposed on similar goods manufactured in India to deprive it of 
a protective character. Two years later the duty on yarns was 
removed and both the duty on cotton goods and the excise were 
lowered to 3Yl psr cent.^® — 

The Tariff Act of 1894 was amended in 1899 with a view 
to chiBck the imports of bounty-fed sugar from Germany and 
Austria-Hungary. In two years, 1895-96 to 1897-98, the imports 
of sugar from these two coimtries increased from 35,956 tons to 
107, 452 tons. The result was the closing of Indian sugar refineries 
in many places. It was feared that if the imports continued un- 
checked, the cultivation of sugarcane would be abandoned. 

The customs tariff was completely revised in 1916. With 
effect from March 1, 1916, the general rate of duty was raised 
from 5 to l\/2 per cent ; the free list was curtailed, the duty on iron 
and steel was raised from 1 tp per cent and that on other metals 
from 5 to lYi per cent, and the duties on articles subject to special 
rates, as arms and ammunition, liquors, cigars and cigarettes, were 
enhanced. Eixport duties were also imposed on tea and jute. The 
duty on cotton manufactures was not altered, as the proposal to 
raise it would have revived old controversies at a time when it was 
accessary to concentrate all attrition on the War. In the following 

The excise was abolished in April 1 926. 
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year, however, financial reeisons compelled the Government to raise 
the import duty on cotton goods from 3j/2 per cent to 7J/2 P®*" 
without any change in the excise, which remained at 3J/2 per cent. 
At the same time the export duties imposed on tea and jute in 1916 
were doubled. 

The customs tariff was again recast in the Budget for 
1921-22. The general rate was increased from 71/3 to 1 1 per cent. 
Duties on liquors, sugar, tobacco and certain articles of luxury 
were raised and a specific duty of 1 2 annas per gross boxes was 
imposed on matches in place of the old 71/2 P®!" cent ad valorem 
duty. 

Under the stress of financial necessity the customs tariff was 
again revised in the Budget for 1922-23. The general tariff was 

taised from JJ j»r cent to-15 per cent, but the duty on cotton 

goods was not altered. The duties on iron and steel, railway 
material, sugar, alcoholic liquors, and imported petroleum were 
considerably enhanced. The duty on matches was doubled, and 
a duty of 5 per cent was imposed on imported yarn. 

The whole question of India’s fiscal policy was examined by 
the Fiscal Commission of 1921-22. The report of the Commission 
was not imanimous, the minority recommending ‘ Protection ’ and 
the majority ‘ Protection applied with discrimination.’ The 
difference between the two points of view, for all practical purposes, 
is slight, for protection must always be applied with discrimination. 
A Tariff Board was constituted in accordance with the recommenda- 
tions of the Fiscal Commission; its work in connection with the 
more important industries which have applied for protection 
has been already reviewed. In dealing with claims for protec- : 
tion the Tariff Board has to satisfy itself (a) that the industry 
possesses natural advantages, (b) that without the help of protec- 
tion it is not likely to develop at all, or not so rapidly as is desirable, 
and (c) that it will eventually be able to face world competition 
without protection. 

The chief objects of the Commission in recommending the 
adoption of a policy of discriminating protection were to reduce 
the burden which protection inevitably imposes upon the consumer, 
to prevent the establishment of unsuitable industries (which might 
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be the result if all kinds of industries were indiscriminately 
protected), and to minimise the effect of protection on the balance 
of trade, or to maintain a favourable balance of trade. 

.At present the general rate of the tariff is 25 per cent ad 
valorem, The import duty on certain classes of British cloth 
inux)rts was reduced from 25 per cent to 20 per cent ad valorem 
in 1936. 


- Imperul Preference 

TTie question of Imperial preference was first officially 
considered by India in 1903. Britain sought protecticMi in our 
markets because of the increasing conqjetition dhe met from Japan, 


Germany and the United States. 

Sixty years ago the share of the United Kingdcan in our total 
trade amounted to more than 60 per cent. “The flow of trade 
with other countries,” says the Review of the Trade of India for 
1884-85, “ in comparison with that between England and India, 
is of little significance.” The United Kingdom, then, was the only 
country which extensively manufactured goods adapted to our re- 
quirements, and she met with little competition in our markets either 
frc«n home industries or foreign manufacturers. The situation has 
materially changed during the past 60 years, 
the following tables: 

, 1 .,4.^ i'V 


This is shown by 
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TABLE I 

Percentage share of certain countries in India’s Foreign Trade 


U. K. Germany U. S.A. Japan 

Imports Exports Imports Exports Imports Exports Imports Exports 


1871/72—75/76 

779 

49-6 

OM 

03 

03 

3-5 

00 

o 

b 

1876/77—80/81 

76-4 

43-1 

0-1 

0-4 

07 

3-4 

01 

0-1 

1881/82—85/86 

74-5 

41-3 

0-2 

07 

r4 

37 

O'l 

0-3 

1886/87—90/91 

73-8 

37-1 

07 

2-2 

2-3 

30 

01 

09 

1891/92—95/96 

70*6 

33-4 

2-1 

61 

18 

4-1 

03 

15 

1896/97—80/01 

677 

30-2 

30 

77 

19 

60 

0 8 

43 

1901/02—05/06 

65 -6 

26-1 

3-6 

90 

17 

60 

1-2 

50 

1906/07—10/1 1 

639 

257 

5 9 

10-6 

27 

80 

20 

50 

1913/14 

64-2 

235 

60 

10 8 

20 

89 

20 

9-3 

1914/15—18/19 

56-5 

311 

07 

09 

70 

110 

10-4 

11-2 

1919/20—23/24 

57-6 

34-2 

20 

40 

8-5 

120 

60 

13-3 

1931/32 

m 

27-5 

80 

6-6 

10-1 

89 

10-5 

8-7' 

1935/36 

317 

29-9 

70 

57 

50 

107 

130 

13-3 

1936/37 

31-0 

31-4 

8-2 

47 

5-3 

99 

13-3 

140 

1937/38 

29:9 

340 

80 

50 

7-4 

90 

120 

90'' 


(iVote. — Exports include re-exports. Figures for the earlier years up to 1913-14 have 
been taken from Der Kampf am den WeltmarkU Jena, 1920, p. 57). 


TABLE II 

Share of the United Kingdom in India’s Total Trade 


Year 

1875-76 

1885-86 

1895-96 

1905-06 

1913-14 


Per cent of total trade. 
62-2 
57'1 
46-4 
42-9 
40'9 
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It will be seen that from 62'2 per cent in 1875-76, the share 
of the United Kingdom in our total trade fell to 40'9 per cent 
in 1913-14. 

Taking imports and exports separately, we find that in the 
five years 1871/72 to 1875-76 no less them 77‘9 per cent of the 
total imports came from the United Kingdom, the share in the 
import trade of Germany, Japan and the United States being 
negligible. For 1913-14, the figure for the United Kingdom is 
64‘2 per cent. 

The Revierv of the Trade of India for 1884-85 notes that 
about that time our direct trade with France was of greater value 
than that of any two other European countries combined. At the 
present time, Germany, the United States of America and Japan 
have each a larger share in our total trade than France. 

From practically nothing sixty years ago the share of these 
countries in our imports increased steadily till the outbreak of the 
War. Germany lost groimd in the War and the post-War period, 
but what Germany lost, the United States, and particularly Japan 
gained. 

The share of the United Kingdom in our exports fell from 
about 50 per cent in the five years ending with 1875-76 to 23|/2 per 
cent in 1913-14. There was a considerable increase in the value 
as well as volume of exports to the United Kingdom during the 
War, but in 1 928-29, of Indian produce, the United Kingdom took 
only slightly more than 21 per cent of the total. In the same 
year about 12 per cent of our exports went to the United States, 
about 1 OJ /2 per cent to Japan and 9 j /2 per cent to Germany. 

Considering the heavy decline in the demand for British 
goods it is not surprising that British manufacturers should have 
thought of Imperial Preference as a means of stimulating this 
demand. 

Lord Curzon’s Government rejected Imperial preference 
because 9 ! the danger of retaliation on the part of foreign countries. 
The greater portion of our exports, they pointed out, “ compete 
successfully in foreign inarlcets by reason of their cheapness rather 

'>KA 
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than of their quality or kind” (Letter to the Secretary of State, 
dated 22nd October, 1903). 

The question of making the British Empire self-sufficient was 
seriously considered during the War. The Imperial War Con- 
ference, 1917 passed the following Resolution: 

“ The time has arrived when all possible encouragement 
should be given to the development of Imperial resources, and 
especially to making the Empire independent of other countries 
in respect of food suplies, raw materials, and essential industries. 
With these objects in view this Conference expressed itself in 
favour of:— 

“ (1) The principle that each part of the Empire, having 
due regard to the interests of our Allies, shall give specially favour- 
able treatment and facilities to the produce and manufactures of 
other parts of the Empire. 

(2) Arrangements by which intending emigrants from the 
United Kingdom may be induced to settle in countries under the 
British flag.” 

The United Kingdom adopted the policy of preference in 
1919. Without altering its general tariff policy she granted to 
the whole Empire preferential rates, which were usually five-sixths 
or two-thirds of the full rate, on nearly all articles on which import 
duties were levied. 

In India, the Imperial Legislative Council adopted a resolu- 
tion in February, 1920 for the appointment of a Committee to 
report ‘ whether or not it is advisable to apply to the Indian Customs 
Tariff a system of preference in favour of goods of Empire origin.* 
This led to the examination of the whole question by the Indian 
Fiscal Commission (1921-22). The general conclusions of the 
Fiscal Commission on the question of preference are sununarised 
below: — 

1. Indian exports are not of a kind to benefit appreciably] 
from preference: “ The economic advantage derived from a pre- 
ference tends to be more important in the case of manufactured 
goods than in the case of raw materials. Manufacturers nearly^ 
always meet with keen competition in foreign markets and therefore 
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a preference on manufactures is nearly always of value. The 

position in regard to raw materials is different ” (Para 233) . 

2. India could not grant extensive preferences without 
serious loss to herself. The Commission were chiefly thinhmg of 
the cost to the consumer. In regard to retaliation, the Commission 
thought that there was not much danger to be feared on that score. 

The Commission laid down the following three principles 
which were to govern the application of a policy of preferencei- 
^j', |sJq preference was to be granted on any article without 

the approval of the Indian Legislature. 

2. No preference given was, in any way, to diminish the 
protection required by Indian industries. 

3. Preference was not to involve any appreciable economic 
loss to India after taking into account the economic gain which 
India derives from the preference granted her by the United 
Kingdom. 

The Commission duly emphasized the Imperial aspect of the 
question: — 

“ We do not forget that the United Kingdom is the heart of 
the Empire, that on its strength depends the strength and cohesion 
of the Empire, and that its strength is bound up with the prosperity 
of its export trade, which has enabled a small island to find the 
resources which bind together and uphold the great Commonwealth 
of Nations known as the British Empire. Unless the United 
Kingdom maintains its exports trade the heart of the Empire will 
weaken, and this is a contingency to which no part of the Empire can 
be indifferent. Nor again do we forget that the communications 
of the Empire are guarded by the British Navy, and that the 
burden of maintaining that essential service falls almost entirely on 
the people of the United Kingdom. [Para 260] . 

Public opinion in India was thoroughly hostile to Imperial 
Preference in 1921-22, and it remained hostile when the Ottawa 
Trade Agreement was concluded. It had been made clear as 
far back as 1902 that the object of Imperial Preference was not 
to establish free trade within the Empire — the Dominions would 
never have agreed to Imperial free trade. But the Indian 
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mercantile community feared that preference would operate to 
weaken the protection granted to Indian Industries, that it would 
place a heavy burden on the Indian consumer for the benefit of 
British industries, and that it would affect India’s fiscal autonomy. 
Recently public sentiment in regard to preference has undergone 
a change. This is on account of the emergence of the new order 
in international trade which has made it vital for India, in the 
interests of her export trade, to gain and retain the good will of 
Empire customers, even if it means burdening Indian consumers 
with higher cost of imported goods. 

Reference has been made above to Indian Fiscal Autonomy. 
This was the result of a Fiscal Convention according to which the 
Secretary of State for India did not interfere in tariff matters when 
the Government of India and the Legislature were in agreement. 
The Fiscal Convention lapsed when the Constitution Act of 1935 
came into force. The need was therefore felt for imposing a special 
responsibility on the Governor-General to prevent penal discrimi- 
nation against British imports. Discriminatory or penal treatment 
covered by this special responsibility includes both direct discrimi- 
nation (whether by means of differential tariff rates or by means 
of differential restrictions on imports) and indirect discrimination 
by means of differential treatment of various types of products. 
No administrative discrimination will be permitted either. 

Tra de rela tions between India and the United Kingdom are 
now governed by the principle of Reciprocity, which means 
that we can impose no conditions or restrictions upon British subjects 
domiciled in the United Kingdom and Companies incorporated in 
the United Kingdom to which Indians or Companies incorporated 
in India are not subjected in the United Kingdom. ^ 

There is a special application of this principle to shipping. 
Ships registered in the United Kingdom cannot be subjected by 
law in British India to any discrimination whatsoever, as regards 
the ship, officers or crew, or passengers or cargo, to which ships 
registered in British India are not subjected in the United Kingdom. 

This principle makes it impossible to reserve coastal shipping 
to Indian vessels. 
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Ships registered in India may compete on equal terms with ships 
registered in the United Kingdom in the British coasting trade, 
and in the carrying trade between the United Kingdom and foreign 
ports. It is extremely doubtful if this privilege that Indian ship- 
ping has acquired under the principle of reciprocity is, at any rate, 
at present of any great value. 

The Ottawa Agreement 

The United Kingdom-Indian trade agreement was signed in 
August 1932 and the preferences came into force from November 
of the same year. The main terms of the agreement v/ere the 
following: 

t No duties were to be levied on Indian goods imported into the 
United Kingdom which were admitted free of duty under the 
British Import Duties Act of 1932. 

li Preference of 9s. 4d. per cwt. was to be granted to Indian 

coffee. ^x%) 

■ margin of preference enjoyed by Indian goods specified 

in schedule C over similar foreign goods was not to be reduced. 
If greater preference was granted to such goods imported from 
any other part of the Empire into the United Kingdom, such greater 
preference was to be extended to Indian goods. Schedule C 
comprised 22 articles includmg tea, leather (undressed hides and 
skins) , teak and other hard woods, woollen carpets and rugs, 
tobacco, castor seed, groundnuts and lead. 

; V The duty on either wheat or lead might be reduced if at any 
time Empire producers were unable or unwilling to offer these com- 
modities at prices not exceeding the world prices and in quantities 
sufficient to supply the requirements of United Kingdom consumers. 

V Goods specified in schedule D were to be admitted free of all 
duty from all sources. Schedule D comprised the following 
articles: shellac, seed lac and stick lac, raw jute, myrobolans, broken 
rice, mica and Indian hemp. India needed no preference in respect 
of these goods. 

Greater use of Indian cotton in the United Kingdom was to 
be encouraged, whether by research, propaganda or improved 
marketing. 
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The British Government undertook to invite the non-self- 
governing Colonies and Protectorates, with certain exceptions, to 
accord to India any preference which may, for the time being, be 
accorded to any other part of the British Empire and to accord to 
India new or additional preferences on specified commodities (e.g., 
Ceylon was to be invited to grant 1 0 per cent preference to imports 
from India of cotton yarn and piece-goods, iron or steel, perfumery, 
apparel, boots and shoes etc.)- 

India on her part agreed to grant 10 per cent preference to 
British imports of 158 articles and lYi per cent preference to 5 
other articles mentioned in schedule F. 

' Where protective duties were not imposed on goods of cotton 
and artificial silk, the Government of India undertook to grant 10 
per cent preference to British imports of these goods. 

The Ottawa Conference, in taking note of the trade agree- 
ments, recorded its conviction: “ That by the lowering or removal 
of barriers among themselves provided for in these Agreements, 
the flow of trade between the various countries of the Empire will 
be facilitated, and that by the consequent increase of purchasing 
power of tlieir peoples, the trade of the world will also be stimu- 
lated and increased ”. 

The Conference also adopted a resolution concerning industrial 
co-operation between various parts of the Commonwealth. The 
Imperial Economic Committee on Imperial Industrial Co-operation 
had noted that industrial production had developed and that it 
would continue to develop in the less industrialised parts of the 
Commonwealth, “ These developments *’ says a resolution adopt- 
ed by the Ottawa Conference, “ involve changes in the economic 
structure both of the more industrialised and of the less industrialised 
countries; and the Conference notes with approval the view of the 
Committee that ‘the object of co-operation is not, and must not 
be, to arrest change, but wisely to dhect and facilitate its course ’ ”. 

In the opinion of the Conference the object of the policy of 
industrial co-operation should be to ‘ secure the best division of 
industrial activities among the several parts of the Commonwealth 
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and the ordered economic development of each part with a view 
to ensuring the maximiun efficiency and economy of production and 
distribution 

No scheme of such Imperial division of industrial activities has 
been worked out. The idea, probably, is, to safeguard the interests 
of British industries without unduly restricting the industrial develop- 
ment of other parts of the Commonwealth. So far as India is 
concerned, it would be difficult to specify what we may or may 
not manufacture. A scheme of industrial co-operation prepared 
in 1913-14 would not have provided for the heavy reduction in 
British imports of cotton piece-goods such as has actually occurred, 
or for the very great expansion of Indian mill production such as 
has taken place. There is no good reason why India should not 
learn to make machines or essentially modern consumers’ goods 
which are at present all imported. 

The Ottawa Agreements have undoubtedly encouraged inter- 
imperial trade. This is shown by the tables given below: 

Trade of the United Kingdom 
1. Imports (as percentage) 


From 

1929 

1932 

1933 

1934 

1935 

1936 

Irish Free State 

37 

3-8 

2'6 

2-4 

2-5 

2-4 

Canada 

3-8 

6-1 

68 

6-9 

7-4 

88 

Australia 

416 

6-6 

7-2 

6-8 

7-2 

7-2 

New Zealand 

3-9 

5-3 

5-5 

5.5 

5-0 

5-1 

Union of S. Africa 

21 

2-2 

21 

1-6 

1-8 

1-6 

Total Dominions . . 

180 

24-0 

24-3 

23-2 

239 

25- 1 

India . 

5-2 

4-6 

5-5 

5-8 

5-4 

61 

Colonies^ 

5-6 

6-8 

7-1 

8-1 

8-3 

7-9 

Total, Empire 

2 M 

35-4 

369 

37T . 

37*6 - 

3m 

Foreign Countries , * 

712 

64-6 

631 

62-9 

62-4 

60-9 


1000 

1000 

1000 

1000 

100-0 

1000 



* Together with New Foundlandi. 
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2. Exports (as percentage) 


To 

1929 

1932 

1933 

1934 

1935 

1936 

Irish Free State 

5-0 

7-1 

5-2 

4-9 

4-8 

4-8 

Canada 

4-8 

4-5 

4-7 

5-0 

5-0 

5-2 

Australia 

7-4 

5-5 

5-8 

66 

6-9 

7-3 

New Zealand ■ 

2-9 

2-8 

2-6 

2-9 

3-1 

3-9 

Union of S. Africa . , 

4-5 

5-0 

63 

76 

7-9 

8-5 

Total Dominions . , 

24-6 

24-8 

24-7 

27-1 

27-7 

29-7 

India 

107 

9-3 

91 

93 

8-9 

7-8 

Colonies ^ 

8-6 

11-2 

10-7 

10-5 

M-4 

11-4 

Total, Empire 

4T9 

45;3 

-..44-5 

-46-9-.. 

-.48-Q.. 



Foreign Countries . . 

56-1 

547 

55-5 

53-1 

52-0 

511 


1000 

100-0 

1000 

1000 

100-0 

1000 


It is seen that imports into the United Kingdom from India 
increased from 4‘6 per cent of total imports in 1932 to 6’1 per cent 
in 1936, but British exports to India fell from 9’3 per cent of the 
total in 1932 to 7"8 per cent in 1936. British exports to the Domi- 
nions increased from about 25 per cent to 30 per cent in the same 
period. The share of the Empire in British imports increased from 
35”4 per cent to 39*1 per cent, and in British exports from 45*3 
per cent to 48*9 per cent in the same period. 

^Together with New Foundland. 

(Hudson, Slump and Reco\fer^, pp. 295-%.) 
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The following table shows our trade with the United Kingdom, 
the British Empire and Foreign countries. 

Direction OF Trade 

United Kingdom British Empire Foreign Countries Total 

Crores Crores Crores Crores 



Imports 

Exports 

Imports 

Exports 

Imports 

Exports 

Imports 

Exports 


from 

to 

from 

to 

from 

to 



1928-29 

113-2 

69-0 

137-1 

1150 

116-2 

215-1 

253-3 

330-1 

1929-30 

1031 

67-3 

125-9 

1110 

114-0 

199-8 

240-8 

319-8 

1930-31 

61-3 

51-8 

76-0 

86-1 

88-8 

104-4 

164-8 

220-5 

1931-32 

44-8 

43-5 

56-6 

68-7 

69-7 

87-2 

126-3 

155-9 

1932-33 

48-8 

37-0 

59-4 

59-8 

73-2 

72-6 

132-6 

132-4 

1933-34 

47-6 

46-6 

57-7 

67-6 

67-4 

78-7 

115-4 

146-3 

1934-35 

53-7 

47-9 

65-4 

68-9 

66-9 

82-8 

132-3 

151-3 

1935-36 

52-2 

49-8 

65-5 

73-3 

68-9 

87-2* 

134-4 

160-5 

1936-37 

48-1 

63-5 

61-7 

89-7 

63-6 

106-7 

125-2 

196-1 

1937-38t 

51-8 

59-6 

950 

91-9 

78-4 

890 

173-4 

I8O-9 




Percentages 




1928-29 

447 

209 

54-1 

34-8 

45-9 

65-2 

100 

100 

1929-30 

42-8 

21-7 

52-3 

35-7 

47-7 

64-3 

100 

100 

1930-31 

37-2 

23-5 

46-1 

39-0 

53-9 

61-0 

100 

100 

1931-32 

35-5 

27-9 

44-8 

44-1 

55-2 

55-9 

100 

100 

1932-33 

36-8 

27-9 

44-8 

45-2 

55-2 

54-8 

100 

100 

1933-34 

41-2 

31-9 

500 

46-2 

500 

53-8 

100 

100 

1934-35 

40-6 

31-6 

49-4 

42-9 

50-6 

57-1 

100 

100 

1935-36 

38-8 

32-8 

48-7 

45-7 

51-3 

54-3 

100 

100 

1936-37 

38-4 

32-4 

49-3 

45-3 

50-7 

54-7 

100 

100 


^ Including for Orders Cargoes, 

t The figures for 1937-38 are not comparable with those of the preceding years on 
account of the separation of Burma. 

(Exports do not include re-exports in this table). 
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It is seen that the share of the United Kingdom in our imports 
increased from 36*8 per cent in 1 932-33 to 4 1*2 per cent in 1 933-34, 
but has steadily fallen since then. Still in 1936-37, 38*4 per cent 
of our total imports came from the United Kingdom as compared 
with 36*8 per cent in 1932-33 and 35*5 per cent in 1931-32. The 
share of the United Kingdom in our exports increased from about 
28 per cent in 1932-33 to 32*4 per cent in 1936-37. Taking the 
British Empire as a whole, the share of the United Kingdom and 
other empire countries in our imports increased by about 4}/2 per cent 
between 1932-33 and 1936-37, while their share in our exports has 
practically remained unchanged. 

The Indian Legislative Assembly voted for the termination of\ 
the Ottawa Trade Agreement in 1936. 

What is the best policy for India in the existing circumstances? 

It is impossible for any one not to agree with the opinion ex- 
pressed by Dr. B. K. Madan, who has made a special study of the 
subject : “ In days of freer and wider markets, it might have been 
possible for India to steer a solitary course, independent of the general 
policy of the Empire, relying upon the strength of her position and 
the favourable fiscal policies of foreign States. It is not the part j 
of wisdom now, in face of the restrictionist temper of the world,' 
of depressed prices, reduced trade and contracted markets, to cut! 
adrift from the one large bloc of comparative freedom of trade, 
available to India to join, even if it should involve some measure ! 
of discrimination against foreign nations.” 

We cannot forget that the United Kingdom is the largest single 
purchase /of our goods, and that the British Empire takes something 
less than half of our total exports. Nor can we forget the fact that 
the leading foreign countries are zealously pursuing the ideal of 
self-sufficiency and that they are not interested in India’s good. In 
these circumstances we should endeavour to conclude the best 
possible bargain with the United Kingdom and other Empire 
countries. Cutting off one’s nose to spite one’s face is not the part 
of wisdom, whatever our political differences with the United 
Kingdom. 
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Dr. Madan in his brief but excellent paper read before the 
Indian Economic Conference, 1 938, pointed out that India as a 
part of the British Empire, is a party to a large number of mutual 
‘ most favoured nations ’ treaties with foreign nations, but this clause 
applies only to tariffs, and may be circumvented by means of quotas 
and other discriminating devices. Our object should therefore be 
to secure “ fair and equal treatment for Indian exports in respect 
not only of tariffs, but so far as possible, of quota and exchange 
allocation as well.” 

Cotton is an important article of export, particularly from the 
point of view of the Punjab. The Indian Delegation to Ottawa 
raised the question of a duty on foreign cotton in the United King- 
dom but it was made plain to the Indian Delegation that the 
British Delegation “ could not entertain this suggestion, and that 
the interests of their own industry placed it out of court.” (Report 
p. 2 1 ) . The Indian Delegation recognised the importance of cheap 
raw material to the British cotton industry. It is not possible for 
the United Kingdom to ruin her industry by raising the cost of 
cotton to the British manufacturer. 

The United Kingdom, according to agreement encouraged the 
use of Indian cotton in Lancashire mills, and for some years exports 
of cotton to the United Kingdom increased: 

Exports in tons of Raw Cotton to 



United Kingdom 

Japan 

Total 

1932-33 

29,846 

193,686 

368,333 

1933-34 

61,026 

182,565 

489.277 

1934-35 

61,955 

366,891 

623,276 

1935-36 

81,454 

314,187 

606,536 

1936-37 

107,246 

433,232 

762,142 

1937-38 

70,554 

242,695 

487.784 


There was a heavy decline in total exports in 1937-38 as 
compared with the preceding year. The share of the United King- 
dom declined slightly from 14’4 per cent of the total in 1936-37, 
to 14 per cent in 1937-38. 
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The future of cotton exports to the United Kingdom is un- 
certain. Lancashire is not pleased with us, since we are doing 
nothing to encourage the consumption of Lancashire cloth— on the 
contrary the progress of the Indian mill industry spells the approach- 
ing doom of Lancashire imports into India. Lancashire has 
threatened to boycott our cotton, and it is possible for it to do so. 

The New Indo-British Trade Agreement 

A new trade agreement with the United Kingdom has been 
signed and came into operation from April 1, 1939, in spite of its 
rejection by the Indian Assembly. 

The ch ief features of tha^new Agreement are the. linking of 
the preference for United Kingdom piece-goods with the offtake of 
Indian cotton by the U.K. on a reciprocal graduated scale; pre- 
ference for 82 per cent of Indian exports to the U.K. ; a separate 
agreement to be negotiated with Ceylon; and a reduction from 
106 to 20 U.K. items receiving Indiam preference. 

The value of imports falling in the preferential category 
estimated at Rs. 18,75 lakhs in 1935-36, has been reduced to an 
annuEil average of Rs. 7,68 lakhs. Only 16 per cent of India s 
imports from the U.K. are subject to preference. 

A preference of 1 0 per cent ad valorem^ has been given to C? 
castor seed, coir yarn, cotton yarn, goat skins, groundnut, leather, 
linseed, paraffin wax and oilseed cakes. 

A preference of 15 per cent ad valorem has been given to 
nonessential vegetable oils, dressed leather and certain jute manu- 
factures such as cordage, cables, ropes and twines. 

A preference of 20 per cent ad valorem has been given to 
Indicin coir mats and matting, cotton manufactures, and certain jute 
manufactures such as sacks and bags. 

Specific rates of preference have been given to magnesium 
chloride, coffee, tea and rice (excluding broken rice) . 

Hand-made knitted carpets get a preference of 4s-6cl. per sq. 
yd. Other carpets get 20 per cent ad valorem. Lac, myrobolans, 
mica, raw jute and Indian hemp are to be imported free of duty 
into the United Kingdom. 
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India accords 10 per cent preference to goods like cement, 
chemicals, drugs and medicmes, refrigerators, sewing machines, 
wireless instruments and apparatus, cycles and photographic applian- 
ces. A preference of 7J/2 per cent is accorded to motor cars, motor 
cycles and motor buses. 

Preferences granted to India have proved of value in the case 
groundnut and linseed, coir yarn, mats and matting, woollen 
^carpets and rugs and jute manufactures. Preference in the case of 
jute manufactures enables India to compete on equal terms with 
U.K. industry. With the aid of the preference India has ousted 
foreign suppliers from the U.KL. market for coir yarn, mats and 
matting. The preference on tea (2d. per cwt.) will make non- 
Empire competition difficult. 

Criticism in the Indian Assembly was chiefly directed against 
the clauses relating to reduction in the duty on imports of cotton 
piece-goods. 

As we have seen, the duty on British cotton piece-goods was 
reducted from 25 to 20 per cent in 1936, but this reduction in 
duty failed to arrest the decline in the imports of British cloth. 
The new Agreement fixes the ‘basic rates’ at 17^4 
ad valorem on printed goods; 15 per cent ad valorem or As. 2, lYl 
pies lb. whichever is higher, on grey goods ; and 1 5 per cent ad 
valorem on all others. 

The Agreemnet further provides for a reduction of import 
duties by 2j/2 per cent if imports of British cloth do not exceed 
350 million yards in any cotton piece-goods year. If imports 
exceed 500 million yards, the duties may be increased above the 
basic rates. The basic rates will apply if imports do not exceed 
425 million yards. 

The Agreement provides that if imports of Indian cotton into 
the United Kingdom fall below 400,000 bales in the cotton years 
ending December 31, 1939 or December 31, 1940, and below 
450,000 bales in any subsequent cotton year, the basic duties 
charged on imports of U. K. cotton piece-goods may be increased. 
There is also a reward for an increase in the consumption of Indian 
cotton in the United Kingdom. Thus, if in any cotton year, the 
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U. K. offtake exceeds 750,000 bales, the duty charged on U. K. 
printed cotton piece-goods will be reduced in the following cotton 
piece-goods year to a level not exceeding the duty on other U. K. 
cotton piece-goods. 

The Commerce Member, Sir M. Zafarullah, stressed the 
value of the link between the offtake of cotton and imports of piece- 
goods, But it does not seem that Lancashire, under the new 
agreement, will be obliged to buy much more of our cotton than 
it has done in the past few years. Sir H. P. Mody also said that 
what Lancashire had agreed to take was the sort of cotton for 
which there was a market in India and elsewhere. 
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GOLP EXPORTS 


Van Twist in his Genemle, Beschivinghe van /ndien (1638) 
tells us that although there were no gold or silver mines m India, 
large quantities of both were imported frotn foreip countries, an^^ 
that it was forbidden to export them. India is rich in silver, 
wote Hawkins, “ for all nations bring coyne and carry away com- 
modities for the same; and this coyne is burned in India and goeth 
not out ” " Terry estimates that an Indian ship returning from 
the Red Sea was usually worth two hundred 

sterlbg. most of it in gold and silver. Besides, he adds, for 

what quantity of monies comes out of Europe by other me^s into 
mI i cannot answere; this I am sure of that many silver stre^es 
runne thither as all rivers to the sea. and there stay, it being lawful 
for any nation to bring in silver an| fetch commodities, b^ a crime 
not less than capital to carry^ great summe thence ^ 
Mandelslo also noted that it was “ prohibited, upon pain of death, 
that any should transport either Gold. Silver, or coined Brass out 

^In^klm^rted gold heavily also from 1900-01 to 1930-31 
as is shown by the table below : 


Gold, lakhs of Rs. 


1900-01 to 
1905-06 to 
1910-11 to 
1915-16 to 
1920-21 to 
1925-26 to 


1904-05 

1909-10 

1914-15 

1919-20 

1924-25 

1930-31 


Imports 

Exports 

75,33 

44,14 

87,45 

28,73 

149,59 

22,87 

98.22 

31,16 

182,24 

38,69 

121,53 

1,01 


Net 

imports 

31,19 

58,72 

126,72 

67,06 

143,55 

120,52 


1 Foster, Earfy Travels in Mia, p. 112. 

2 Foster, p. 302. 

3 Travels into the Indies, p. 68. 
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It is seen that imports of gold exceeded exports by about 548 
crores of rupees. The import of gold came to a sudden end when 
England abandoned the gold standard, and we linked the rupee 
to sluing. Since 21st September 1931, gold exports amount to 
over^^. crores of rupees, and gold continues to flow out. 

This movement of gold from India was entirely unexpected. 
The Gold Delegation of the Financial Committee of the League 
of Nations thus speculated about the Indian demand for gold in 
the depression: 

“ No doubt the present economic depression may result in some 
temporary weakening of the Indian demand; on the other hand, it 
is quite possible that the recent decline in the price of silver will lead 
to increased purchases of gold. We understand that attempts are 
being made to extend banking and investment habits in India, but 
we do not think it would be safe to anticipate any material reduction 
in the Indian demand for many years to come ” (interim Reporfi^ 
p. 14). 

Since 21st September 1931, no remarkable change in the 
banking and investment habits has occurred in India. But wfc 
have not only suspended our purchases of gold, but are selling gold 
to the world on an unprecedented scale. " 




Price of Gold 


Why 


We are tempted to sell gold by the rise in its price, 
has the price of gold risen? 

■ The lowest London New York Cross rate (dollars to pound 
sterling) in September 1931 was 3'60 (parity 4*866 dollars to the 

■ • 1 • ' ' 'i* 

pound) . This signified a rise of about 35 per sent in^the price of 
dollars in terms of the pound sterling. * 

The Mint ..price .of gold in England per, 

£4-4-9 highest price of gold in Londonin3*eptember 

193 T was £5-14-9. LoQ^on price of gold., was! r 

about equal to the depreciation of the pound sterling in terms of the^'i 
gold dollar. 

The price of gold rose in India' as we had linked the rupee */ y 
to sterling. 
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The new gold dollar of the United States' contains 1371 
grains of pure gold. As compared with the old gold dollar, which 
contained 23‘22 grains of pure gold, this represents a reduction of 
about 41 per cent in the fine gold contents of the dollar. The 
sovereign contains II3’00 grains of pure gold. The old parity 
between the dollar and the sovereign was 4‘866=l£; the new parity 
is 8'24— 1£.^ 

But to take an example, on Dec. 24, 1938, the dollar was 
quoted in London at about 4’67 to the £ sterling. This is equal to 
a rise of about 76 per cent in tlie price of the dollar. 

The price of gold per fine ounce in London on Dec. 24, 1938, 
was £7-9-1 which represents a rise of about 76 per cent above the 
old Mint price of gold. 

Before England and India abandoned the gold steindard on 
S eptember 21. 1931. the £ was equal to 4'86 dollars, the rupee 
was equal to 18d. gold and the price of gold per tola was Rs. 
21-3-10 (making no allowance for^cost of transportation). 

If now the cross-rate were stabilised at 4'86 dollars, the 
London price of gold would be higher than the old price by 
69’5 per cent. Other things being equal, the Indian price would 
rise to the same extent, or to Rs. 36 per tola. 

Actually, if India continued to sell gold, the Indian price would 
be below Rs. 36. 

The connection between the price of gold and exports of 
gold is shown by the fact that a rise in price leads to greater exports. 
For example, the London price rose in December 1931 ; exports of 
gold from India in that month amounted to about 1 lYi crores of 
rupees. Again in December 1932 exports rose to about 10 crores 
on account of the rise in tire London price. In February 1934 
exports exceeded 10 crores, as coihpared with about 5 crores only^ 
in February 1933. It. was the dwaluat^^ of the dollar that raised 
prise, of g old in February Ll914. 

The rise in the price of gold recently has had very little effect 
in stimulating gold exports. This is probably because the amount 
of ‘ ^stress’ g o|^ sold now has decreased. Not because there is 
no <hstress in tixe villages, but because the village people have lost 
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practically all the gold they had. There is still much gold left 
in India, but it is largely owned by the well-to-do classes, who are 
not compelled to sell it. It is also realised that there is very little 
probability of the price of gold returning to the old level, so that 
there is not much temptation to sell gold in order to make a profit. 

Advantages Claimed for Gold Exports 

Gold exports have formed the subject of much controversy in 
India. Non-official opinion regards gold exports with disfavour. 
The policy of the Government in permitting an unrestricted flow of 
gold from India has been severely criticised both in the press and in 
the Assembly. 

The official view, on the other heind, to which expression has 
been given both by the Viceroy and the Finance Member of the 
Indian Government, is that gold exports are of direct economic 
advantage to the country^ 

The interest of British M. P.’s in our gold exports and the 
dumb millions of India is shown by a question asked early in March 
1932 in the House of Commons by Mr. Peter McDonald M. P., 
suggesting the desirability of Government action with the object of 
making the rise in the price of gold widely known throughout India. 
Sir Samuel Hoare assured Mr. Peter McDonald that the fact that 
gold was realisable at advantageous prices was already widely 
published in the country. 

What is the benefit that gold exports have conferred on the 
masses of India or the country in general? 

Gold exports have enabled the United Kingdom to pay part 
of her debts to France and the United States. This aspect of gold 
exports does not interest official India, and we shall say no more 
about it. The advantages which are emphasized in official 
utterances and in official reports (e.g.. Report of the Controller of 
the Currency) are the following: 

(1) Gold exports have led to an improvement in the credit 
of the Government. 

"Tifiis has several aspects, of which not the least important is 
the maintenance of the 1^. sterling exchange. 
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At a time when exports of commodities were declining, the 
maintenance of exchange without gold exports would have proved 
difficult, if not altogether impossible. From April 1 , to the end of 
September 1931 the highest rate for telegraphic transfers on London 
was a little less than 18d. In September the highest rate was 
1 754d. which is equal to gold export point. But as soon as gold 
exports began, exchange improved. By the end of October 1931 
it had risen to 18 1 |33d. Tenders invited for £500,000 at the end 
of October were allotted at 18'3/32d. The weekly offer of sterling 
was gradually raised to £l million. Exchange weakened in the 
latter half of November, but, says the Controller of Currency in 
his report for 1 93 1 -32, “ there was no week in which Government 
was not able to obtain the full amoimt offered for tender and effect 
purchases of intermediates at 1 |32d. above the tender rate ” 
(PP. 12-13). 

In 1932-33 Government purchased about £36 millions at an 
average rate of 18'i5d. Exchange fell early in June on account 
of the scarcity of export bills. The improvement of excheinge 
from the middle of June was partly the result of an increase in gold 
exports due to rise in the price of gold. 

Exchange stability improves Government credit Government 
credit also improves when Government is able to meet its maturing., 
obligations. The export of gold conferred a double benefit on the 
Government of India in enabling it to maintain exchange and to 
meet its obligations. The Controller of Currency says in his report 
for 1931-32. ^ 

“ One result [of gold exports] was that the Government of 
India was able to purchase large amounts of remittance which not 
only materially improved its credit abroad by enabling it to pay off 
the 15 millions sterling debt maturing in January, but also enabled 
it to reduce its floating debt in India by the creation of the fresh 
currency required to pay for the gold ” (para 11). 

It is stated in the same officer’s report for 1932-33 that the 
improvement in the financial position of the Government in this 
year was “mainly due to the continuance of the export of gold 
on a large scale ** (pai^a 6). The Government made purchases 



GOLD EXPORTS 


of Sterling in excess of its requirements, which enabled it to “ rein- 
force the position of the Home Treasury Further the “ immense 
improvement ” in the credit of the Government enabled tlie Govern- 
ment to borrow funds for short periods at very low rates, and to 
fund a substantial proportion of its short term lomis into long-term 
loans at very favourable rates. The treasury bills outstanding 
on the 31st of Maurch 1933 amounted to Rs. 26 crores against 
Rs. AlYl crores on April 1 , 1 932, or there was a reduction of 2 1 
crores in the amount of these obligations. The average treasury 
bill yield in March 1 933 was 1 ’36 per cent as compared with 5’ 1 3 
in April 1 932 — a very substantial reduction. The rate of interest 
on medium and long-term loans was reduced gradually from 5j/2 
per cent to 4 per cent. 

Sir George Schuster drew attention to the improvement of 
Government credit resulting from the paying off of treasury bills and 
sterling debts in his budget speech for 1932-33. In the 15 months 
from the end of September 1931 to the end of September 1932 
gold exports were valued at £80 millions. Of this gold Govern- 
ment acquired £70 millions and £10 millions was used to repay 
foreign funds temporarily invested in India. Out of the £70 
millions of gold which the Government had acquired by open 
purchases in the market as currency authority, it used £34]/2 millions 
to meet its own current requirements and £35J/2 millions to repay 
sterling loans and strengthen its reserves. “ Therefore ”, Sir George 
concluded, “ out of the total £80 millions of gold proceeds only 
£34}/^ millions were used to meet current requirements, and the 
balance of £45^^ millions went to reduce India’s external obliga- 
tions and strengthen her public reserves 

(2) Gold exports strengthened Iridia’s public ^reserves. It 
may be thouglit tliat the reserves were strengthened by the addition 
of gold. No. We had no use for gold in the reserves. At the 
close of the year 1932-33 the gold holdings of the Government 
amounted to 44,36 lakhs, an increase of 2 lakhs as compared with 
the position at the close of the proceeding financial year. The 
market value of the gold reserves increased from 58 crores to 63 
crores. ** In other words ”, says the Controller of Currency in his 
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report for 1932-33, “there was practically no increase in the 
quantity of gold in the reserve during the year but the value at the 
market rate increased by nearly 5 crores over that of the last year “ 
(para 32).^ To the suggestion that the Government, instead of 
permitting gold to flow abroad, might have bought, at any rate, some 
of it for addition to the reserves. Sir George Schuster’s- reply was : 
“ We already have our proper proportion of gold in our currency 
reserves ” (para 26 of the budget speech for 1933-34). What 
we wanted in the reserves was not gold but sterlmg securities. We 
sold the gold to the United Kingdom, and added sterling securities 
to the reserves. 

(3) Gold exports have meant the conversion of one form of 
reserve into another. 

It is beyond question that a large amount of the gold has been 
sold by the agricultural population to meet daily necessities and to 
pay Government dues. 

An Associated Press telegram, which was published in the 
Tribune of Lahore of 27th February, 1932, thus explained the 
flight of gold from Siraj Ganj (Bengal): “Hard pressed by 
acute financial stringency the middle class people, agriculturists and 
even some landlords have been selling the ornaments of their wives 
and other fcimily women 

According to a statement made by Sir L. Hudson in the 
Legislative Assembly on March 2, 1933, a very large percentage 
of the sale of gold represented “ the forced sale of capital resources 
to provide for ordinary, every day necessities of daily life ”. 

Some of the gold proceeds have been converted into interest- 
bearing Government obligations. In this sense the sale of gold 
represents the conversion of hoards, a useless form of reserve, into 
Government paper, a useful form of reserve. But it is not ‘ distress ’ 
gold that has been converted into Government paper. 

In a sense, even the sale of ‘ distress ’ gold means the conversion 
of one form of reserve into another. Food and clothing represent 
reserves of concentrated energy. The payment of Government dues 
is a source^noral satisfactioni The cultivator who has sold his 
gold reserves to meet Government dues and current require- 
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ments may be said to have converted barren reserves into valuable 
reserves of moral and physical health and strength! 

(4) Gold exports have encouraged the flow of international 
trade. 

It is pointed out in the report of the Controller of Currency 
for 1932-33 (para 6) that gold exports brought increased revenue 
from certain import duties, “ as it is clear that a proportion of the 
profits on gold sales must have been utilized for increased purposes 
of imported articles There was a more explicit reference to this 
advantage of gold exports m Sir George Schuster’s Budget speech 
for 1933-34. Imports of goods in 1932-33 were valued at about 
132J/2 crores of rupees. To this 45 crores of customs duties must 
be added, for the consumer of imports must pay the price of the 
imported goods plus the duty. The total cost of imports was thus 
Rs. 177J/2 crores. Exports of Indian merchandise in the same 
year amounted to Rs. 132 crores. Thus gold proceeds equal to 
Rs. 45J/2 crores were used to pay for imports. (Thereby we 
avoided reducing our consumption to the desperately low level which 
would otherwise have been necessary). And to the same extent 
we encouraged the flow of international trade. Sir George Schuster 
referred to artificial restrictions on imports by way of high duties 
and exchange restrictions, which he described as “ the worst feature 
of the present world situation ”. And he added: “ This is check- 
ing the flow of international trade, so that its channels are gradually 
becoming completely dry.” We ourselves have sinned in this 
respect. And, but for the export of gold, imports of goods into 
India would shTink still more., “ India in fact ”, said Sir George 
Schuster, “ has been able to release into tire world a commodity 
for which alone there is an undiminished market and the possession 
of which, if it is used as a basis for currency, does not diminish but 
rather increases the purchasing power of the countries which absorb 
it ” (para 19 of the budget speech for 1933-34) . Our gold exports 
thus acquire an international significance. They have not only 
helped India to buy more foreign goods, but benefited the whole, 
world. If an economic policy designed to benefit others merits a 
reward in heaven, India, by exporting gold, has been accurnulating 
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huge reserves of credit in the other world, which may be described 
as a process of conversion of material ikto spiritual reserves ! 

If the purchasing power of other countries increases, they may 
buy more of our goods. Gold exports may therefore be regarded 
as a disguised stimulus to exports of goods. By exporting gold, 
India, as Sir George Schuster said, is increasing “ the purchasing 
power of her own potential customers ”. We might have attempted 
to develop exports by increasing our own power of potential competi- 
tion. But this is a difficult process. 

(5) The export of gold means that the people of India are 
using their reserves as they are meant to be used. 

The Viceroy in the course of an address to the Legislative 
Assembly on January 25, 1932 said; 

‘ A time has indeed come when India’s huge investments in 
gold — ^which have for many years been barren and unproductive — 
are proving profitable to the private holders and to the State alike. 
Those who would press a contrary view profess to argue that India 
is weakening her position by this process. But if the holding of 
gold in a country is to be regarded as an investment and a source 
of strength, of what use is it if it is never to be drawn upon? What 
is the use of a reserve against bad times, if when the bad times come 
it is not to be used?” 

“ Reserves are being drawn upon in hard times ”, said Sir 
George Schuster, “ and as His Eixcellency a.sked, ‘ of what use 
is a reserve if it can never be dravm upon? ” If gold “ is never 
to be used it might just as well be at the bottom of the sea ”. 

This implies the admission that the gold that has been sold is 
‘ distress ’ gold, or that people are selling it to tide over ‘ terribly 
difficult times.’ 

If that is so, the sale of gold means a process of living on 
capital — a dangerous process in the case of a country as in the 
case of an individual. When terribly difficult times come the first 
duty of the Government is to reduce tax burdens and to increase 
the purchasing p)ower of the people so that they are not forced 
to live on capital. The realization of capital is a process of 
impoverishment, not enrichment of a country. 
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Taking the view of gbU exports that they did our highest 
authorities have encouraged the Indian holder to part with his gold. 

In fact it is clear ”, said the Viceroy, ” there is not only no 
cause for anxiety in what is now happening, but that it is conferring 
a great benefit on both public and private interest.” In his budget 
speech for 1932-33 the Finance Member, with all the weight of 
his great authority, advised the people to sell gold. ^Gold was 
over-valued. England, and with her more than half the world, 
had abandoned the gold standard. America was still on gold, 
but she was stiraining every effort to bring about a rise in 
the gold prices of commodities. That meant that the value 
of gold would fall. If America succeeded in her attempt to lower 
the gold prices of commodities, she might save her currency 
system. If she failed, she would have to go off gold. “ It 
is impossible to escape the conclusion ”, concluded the Finance 
Member, ‘that the world is faced now with two alternatives, 
either to find some means (by better international arrange- 
ments and the better use of the available monetary stocks of gold) 
for reducing the real value of gold as expressed in commodities, 
or to abandon gold altogether as the basis of currency. If those 
are the two alternatives then surely one is forced inevitably to 
the conclusion, that in either case — ^whichever of the two alter- 
natives actually happens, it would, taking a long view, pay to part 
with gold now. Why therefore should the people of India be 
deprived of the right to exercise their own judgment in this 
matter and sell their gold?” (para 73). 

Which of the two alternatives happened? About a year later 
the United States devalued her dollar, and the price of gold not 
only did not fall, but rose. The highest price of gold in March 
1933 — it was early in March 1933 that the Finance Member 
advised the people of India to part with their gold — ^was £6-1-1 11/2* 
Early in February 1 934 the London price of gold was 1 40 shillings. 
The highest price of country bar gold in Bombay in March 1933 
was Rs. 29-15-6; on February 2, 1934, it was more than Rs. 35, 
and at the present time it is more than Rs- 37 (May, 1939). 
Those who, following the advice of our greatest financial authority, 
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parted with their gold in March 1933. would have certainly lost 

nothing by holding on to gold. 

Future Price OF Gold 

The Indian price ot gold, as we have seen, ris^ and falls ™th 
the London price which, in the turn, is delermmed by the dollar- 

New York gold has a fixed price, 35 dollars per fine oz. 

If now £ sterling = 5 dollars, the London pnce of gold would be 

^7 sterling** 

We have seen that in 1934 the United States devalued its gjd 

doUar by 41 per cent. If England returned to gold s anded 

My F sterling would be equal to 6Z4 

without devaluing the gold S., s. sieruiio _ 

dollars and the London price of gold would be as before 21st 

Sept. 1931 or 84‘ 11 shillings per fine oz. 

If, with England India returned to the gold standard and the 
ezchsl e value o1 the rupee was 18d. = 8-475 grams of pme go d 
as befae, the Indian price of gold would be. as before. Rs. 21-3 10 

‘tut this is wholly imposAle. England will evenmdiy ret^ 
to the gold standard but there must be devaluauon of th 
£ No devaluation would end British exports. | . t t •. j 

Oppose the £ is devalued to dre same «tent as tU 
States gold dollar, that is by 41 per cent. Th® *e old relation 
dre £ and dre dollar would be restored or *e £ Wd 
be equal to TSb doUars. In that case the pnce of m^gland 
would he about 144s. The price con:^ndmg to this m rupees 

‘tisll'tJmbtblX would be at a r«a 

below 4-86 dollars. If the rate “J^^^’ared 

devaluation of the £ would amount to 43 4 pe 

tt f/goW [nLoSo^would dse by 8 per cent above 144s. The 

rsttc#* nrice of sold. 
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Assume that there is no lowering of the exchange ratio in India, 
if we return to the gold standard with the rupee devalued to the 
same extent as the £ (say 45*4 per cent), the rise in the price of 
gold in India would be equal to that in England. The price per 
tola corresponding to 155‘5s. per fine oz. is about Rs. 39. If ex- 
change fell to i6d., the Indian price would rise 12J4 per cent 
further, or it would be a little less than Rs. 44. 

We have assumed that the £ is stabilised at 4*50 dollars. If, 
however, there is no fall in the £ below the present level, A’blYl 
dollars to the £, and the £ is stabilised at this rate, tire London price 
of gold would be what it is at present, £7-8-814 and the Bombay 
price would be Rs. 37-2. The possibility, however, remains of 
the Indian price rising to over Rs. 41 on account of a fail in 
exchange to 1 6d. . 

Demand AND Supply 

The chief determining factor as regards the future price of 
gold is the extent of the devaluation of the £ and the rupee. But 
it will not be irrelevant to consider the demand for and the supply 
of gold. 

Before the abandoment of the gold standard by England 
fears were entertained of a decline in world gold production. 
Mr. Kitchin, one of the world^s greatest authorities on gold, worte 

in 1930: 

‘‘There is reason to believe that 1915, with its total of 
£96,400,000 — apart from some outstanding new discovery — ^will 
prove to have been the zenith of the world’s gold output and that, 
though the production, after falling to £68,000,000 in 1921, has 
recovered to £83,500,000 at the present time (55 per cent, of this 
recovery being due to the New Rand and the balance to Canada 
^d Russia) , the prospects are that there will be no further recovery, 
but rather a decline, increasing with time, after about 1934 
(Report of the Gold Delegation, 1930,'p. 58) . , 

The advance of metallurgy was not expected to lead to greater 
gold production: 
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“ It has already been indicated ”, says Mr. Kitchin, “ that little 
is to be hoped from -improved metallurgy, while the limits and 
possibilities of existing gold fields are, perhaps, fairly known. 
Subject to the qualification as to the possibility of some outstanding 
new discovery, there seems to be no prospect that the world’s pro- 
duction will advance beyond the present level ” (Ibid, p. 60) . 

Mr. Kitchin anticipated that gold production would decrease 
after 1934— “ at first very slowly and then at a greater rate” 

(p. 61 ). 

So far from declining, world gold production has increased 
at a most remarkable rate since 1934. The world’s output of 
gold was in 1930,20,904,000 fine ozs., in 1934, 27,372,000 fine 
ozs., in 1937, 34,783,000 fine ozs., and in 1938, 36,700,000 fine 
ozs. This is a record increase in output. Estimates for 1937 and 
1938 assume Soviet production of 5,000,000 fine ozs. 

It is obvious that the rise in the price of gold has given an 
enormous stimulus to gold mining. Soviet production is a new 
factor. 

Gold in Soviet Russia is recovered from alluvial gold fields. 
Very little is known, outside Russia, about the extent or richness 
of these gold fields. The discovery of gold in Russia caused a scare 
in 1937 when Russia began to sell her gold in London. Every 
one thought that the price of gold would fall heavily. No fall 
actually occurred. 

It is stated that gold production in Russia * is not meant to 
be a commercial proposition’ (Will Gold Depreciate by Paul 
Einzig, p. 41). The Russian output in 1936 was only 9‘8 zps. 
per head of the labour employed, as compared with 36‘6 ozs. per 
head in South Africa. With her gold Russia can purchase 
machines or whatever else she requires abroad, and since the gold 
industry is a State industry, the cost of production of gold is im- 
material. The State may sell gold abroad at a price less than cost 
of production, making good the loss from profit earned in other 
industries. 

In tiines a great incre^e in the, supply pf gold would 

lead to the deprwiation of gold or a great rise of pric^. But we 
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are not living in normal times. In recent years, while India has 
exported over 32}, crores worth of gold, people and banking institu- 
tions in the West are hoarding gold. The chief cause of hoarding 
is economic and political instability. Any one who thinks that the 
price of gold may fall on account of increase in production should 
consider two things, (a) if war comes, the price of gold will rise, 
not fall; (b) so long as the danger of war remains, hoarding by 
private individuals and central banks in the West will not cease. 
Paul Einzig says: “With the advent of the German National 
Socialist regime and the adoption of an aggressive foreign policy by 
Italy, however, every Em'opean country has to envisage the possi- 
bility of a war in the relatively near future. And it is essential, for 
considerations of national defence, to acquire and retain a substantial 
amount of gold to pay for the imports of raw materials and food 
during a prolonged war ” (p. 59 Ibid) . 

The view of gold taken in other countries suggests that all 
along, since 1931 official India has taken a perverted view of our 
gold exports. Sometime ago when a member of the Indian 
Legislative Assembly wanted to raise a discussion on this question, 
leave was not granted by the Government. It was not ‘in the 
public interest * to discuss gold exports! 

The case against gold exports may be thus summarised: 

1 . If it is certain that the price of gold will fall in the near 
future, it would be desirable as Mr. Peter McDonald M. P. 
suggested to Sir Samuel Hoare in the House of Commons, to make 
the fact of the rise in price widely known in India. The rise in 
price may be announced by beat of drum in every village and in 
every town, and the people exhorted, as Sir George Schuster 
exhorted them in 1933, to part with their gold now. It 
would be profitable to sell gold at Rs. 37, and to buy 
it back later, say at Rs. 21. But it has been argued above 
that the price of gold is not likely to fall. The sale of 
gold then is not a profitable transaction. The export of gold means 
loss to India, for India may have to buy gold later at a price higher 
than the present selling price. 
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2. Even if exports were not restricted by the rise of national 
economies, tariffs, quotas and prohibitions — in view of the revolution 
of agricultural methods and practices in the West, and the difficulty 
of modernising Indian agriculture, Indian exports in the coming 
years would expand slowly if at all. India, even if she wants to buy 
gold, will possess very limited means to pay for it. 

3. Unless the present relation between the prices of primary 
products and manufactured goods is reversed, the process of buying 
gold in the future will be costly for India. We exported wheat 
worth 17 crores in 1924-25. In the first place no one wants our 
wheat now. In the second place, on account of the lower price of 
wheat, much greater quantities of wheat will have to be given to 
acquire a given amount of gold. The terms of foreign trade have 
moved against us, thus increasing the cost of good in terms of food- 
stuffs and raw materials. 

4. Gold is not like tea, jute or cotton. We do not raise 
crops of gold. The more of gold goes out, less of it remains in the 
country. And considerations advanced in the preceding paragraphs 
suggest that the gold which leaves us now will never come back. 
It leaves us for good. 

5. Gold is not like other commodities. It is the sinews of 
Wcu. It is the basis of credit. Even if gold in our hoards is 
barren it would be better to keep it than to lose it. It may be 
utilised latter as reserves for a widely extended system of banking. 

, 6. The individual holder for various reasons, is forced to 

realise his capital, but that does not mean that gold must be ex- 
ported. The Government may buy it and preserve it in the general 
interests of the country. 

7. The export of gold has enabled the Government tc 
maintain its credit and the rate of exchange at a heavy cost to the 
country. Certain Empire countrifes, Australia and New Zealand 
depreciated their currencies below the sterling level without losin, 
prestige. 

The force of these arguments may be admitted, but it maj, 
still be argued that on account of the fall in our exports ct 
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merchandise, the export of gold was inevitable. But then, in the 
first place, there is no occasion for rejoicing because we are export- 
ing gold; nor is the export of gold to be looked upon as a profitable 
business. In the second place, it is imperatively necessary to cut 
down the expenditure of the Indian Government in England 
so as; to reduce the heavy burden of our annual sterling 
obligations. And in the third place, expenditure in India should 
be cut down ruthlessly, so that those who have been brought to 
the verge of ruin by the fall of prices are not forced to realise their 
assets in order to pay Government dues. These measures of 
economy should be supplemented by a constructive programme of 
economic development, and particularly agricultural reform and 
reorganisation, with the object of reducing the imports of goods 
and services and increasing the cultivators* power of international 
competition. 


